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(See “RATINGS” herein)

In the opinion of Bond Counsel, assuming compliance with the tax covenants described herein, interest on the Bonds is excludable from gross income for the purpose
of federal income taxation under existing law, and interest on the Bonds is exempt from all State of North Dakota taxes except privilege taxes imposed on banks, trust companies
and building and loan associations. Interest is not an item of tax preference in determining federal alternative minimum tax applicable to individuals and corporations; however,
interest is includable in the calculation of certain federal taxes imposed on corporations. The Bonds have not been designated as “qualified tax-exempt obligations” for
financial institutions pursuant to Section 265(b)(3) of the Code. For further discussion, see “TAX EXEMPTION” herein.
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(the “Bonds”)
DATED: June 1, 2001 DUE: December 1, as shown on the inside cover page

The Bonds are issuable as fully registered Bonds and, when initially issued, will be registered in the name of Cede & Co., as
nominee of The Depository Trust Company, New York, New York (“DTC”), which will act as securities depository for the Bonds.
Purchases of Bonds will be made in book-entry only form, in the principal amount of $5,000 or any integral multiple thereof, through
brokers and dealers who are, or who act through, DTC participants. Beneficial owners of the Bonds will not receive physical delivery of
bond certificates so long as DTC or a successor securities depository acts as the securities depository with respect to the Bonds. Interest is
payable on December 1, 2001 and on each June 1 and December 1 thereafter. So long as DTC or its nominee is the registered owner of the
Bonds, payments of the principal or redemption price of and interest on the Bonds will be made directly to DTC. Disbursement of such
payments to DTC participants is the responsibility of DTC and disbursement of such payments to the beneficial owners is the
responsibility of DTC participants. See “THE BONDS--Book-Entry-Only System.”

The payment of the principal and interest on the Bonds when due will be insured, as more fully described herein, by a municipal
bond insurance policy to be issued, simultaneously with the delivery of the Bonds, by Municipal Bond Investors Assurance Corporations
(“MBIA”).

MmMBiA

The Bonds are subject to optional and extraordinary optional redemption prior to maturity upon the occurrence of certain events
as described under “THE BONDS - Redemption” herein.

The Bonds are being issued to finance the acquisition and construction of certain facilities (the “Projects”) for the State Board of
Higher Education (the “Agency”), as described under “THE PROJECTS” herein. The Industrial Commission of North Dakota, acting in
its capacity as the North Dakota Building Authority (the “Issuer”), will lease the Projects to the Agency pursuant to the Lease Agreements
(the “Lease”) under which the semiannual rental payments due under the Lease (the “Basic Rent”) to be paid by the Agency, subject to
biennial appropriations by the North Dakota Legislature, will be sufficient in amount and payable at such times to pay principal of and
interest on the Bonds when due.

The Bonds are issued under and are equally and ratably secured by a Trust Indenture and Assignment of Lease Rentals (the
“Indenture”) both between the Issuer and the Bank of North Dakota as trustee (the “Trustee”). The Bonds are limited obligations of the
Issuer payable solely from the revenues and receipts received pursuant to the Lease, which are produced from biennial appropriations (if
any) by the North Dakota Legislature, any money available to the lessee not requiring appropriation, any money generated from charges
made for use of the Projects, any revenue derived by the Industrial Commission from the operation of the Projects, and other funds or
amounts held by the Trustee as security for the Bonds.

The Lease specifically provides that nothing therein shall be construed to require the North Dakota Legislature to appropriate
any moneys to pay any Rent thereunder and that the Agency shall not be obligated to pay such Rent except to the extent appropriated for
each biennium. THE OBLIGATION OF THE AGENCY TO PAY ANY RENT UNDER ITS LEASE IS SUBJECT TO BIENNIAL
APPROPRIATIONS BY THE NORTH DAKOTA LEGISLATURE AS PROVIDED IN SUCH LEASE. NEITHER THE OBLIGATION
OF THE AGENCY TO PAY SUCH RENTS NOR THE OBLIGATION OF THE ISSUER TO PAY THE BONDS WILL CONSTITUTE
A DEBT OF THE STATE OF NORTH DAKOTA OR ANY AGENCY OR POLITICAL SUBDIVISION OF THE STATE OF NORTH
DAKOTA WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY PROVISION. THE ISSUANCE OF THE
BONDS DOES NOT DIRECTLY OR CONTINGENTLY OBLIGATE THE AGENCY TO PAY ANY RENT BEYOND THAT
APPROPRIATED FOR THE CURRENT BIENNIUM OF THE STATE. THE ISSUER HAS NO TAXING POWER. See
“BONDOWNERS’ RISKS” herein.

The Bonds are offered when, as and if issued by the Issuer subject to the approving legal opinion of Cook Wegner & Wike
PLLP, Bismarck, North Dakota, Bond Counsel, as to validity and tax exemption. Certain legal matters will be passed upon for the Issuer
by the Attorney General. The Bonds will be available for delivery at The Depository Trust Company in New York, New York on June 27,
2001.

An account group managed by Dain Rauscher, Inc. has agreed to purchase the Lease Revenue Bonds, 2001 Series A for an
aggregate price of $12,967,756.55.

DAIN RAUSCHER, INC.

June 21, 2001



NORTH DAKOTA BUILDING AUTHORITY
$ 13,165,000
Lease Revenue Bonds, 2001 Series A

MATURITY SCHEDULE

$10,465,000 Serial Bonds

Maturity Principal Interest Price or
(December 1) Amount Rate Yield CUSIP
2001 $105,000 4.00% 2.70% 658906KE1
2002 110,000 4.00% 2.80% 658906KF8
2003 220,000 4.00% 3.18% 658906KG6
2004 225,000 4.00% 3.46% 658906KH4
2005 460,000 4.00% 3.65% 658906KJ0
2006 480,000 4.00% 3.82% 658906KK7
2007 500,000 4.25% 4.00% 658906KL5
2008 525,000 4.25% 4.13% 658906KM3
2009 555,000 4.50% 4.25% 658906KN1
2010 580,000 4.50% 4.35% 658906KP6
2011 610,000 4.50% 4.44% 658906KQ4
2012 635,000 4.50% 4.60% 658906KR2
2013 670,000 4.70% 4.75% 658906K S0
2014 710,000 4.80% 4.85% 658906KT8
2015 750,000 4.90% 4.95% 658906KUS5
2016 795,000 5.00% 5.03% 658906K V3
2017 835,000 5.00% 5.09% 658906KW1
2018 885,000 5.00% 5.14% 658906KX9
2022 815,000 5.125% 5.26% 658906LB6

$2,700,000 5.125% Term Bond due December 1, 2021 priced to yield 5.23% CUSIP No.: 658906LA8



This Official Statement, which includes the cover page and the Appendices hereto, does not constitute an offer to sell
or the solicitation of an offer to buy, nor shall there be any sale of the Bonds by any person in any jurisdiction in which it is
unlawful for such person to make such offer, solicitation or sale. No broker, dealer, salesperson or other person has been
authorized by the Industrial Commission of North Dakota acting in its capacity as the North Dakota Building Authority (the
“Issuer”), the State of North Dakota (the “State”) or the Financial Advisor to give any information or to make any
representations other than those contained in this Official Statement, and, if given or made, such other information or
representation must not be relied upon as having been authorized by any of the foregoing.

The information set forth herein has been obtained from the Issuer, the State, and other sources believed to be reliable,
but such information is not guaranteed as to accuracy or completeness and is not to be construed as the promise or guarantee of
the Issuer, the State or the Financial Advisor. This Official Statement contains, in part, estimates and matters of opinion which
are not intended as statements of fact, and no representation is made as to the correctness of such estimates and opinions or that
they will be realized. The information and expressions of opinion contained herein are subject to change without notice, and
neither the delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the Issuer or the State or in the information or opinions set forth herein
since the date of this Official Statement.

TABLE OF CONTENTS

Page Page
Roster of State Officials .........cccoovvevvrcieicienieieeens ii Approval of Legal Proceedings........c..cceevererenenne 18
Introduction to the Official Statement..................... 1 Continuing Disclosure...........cccoeevveriioenieneeene 18
Bondowners’ RisKs........ccccoviiniiniiniiiiiienencee 5 RatiNGS .c.eeiiieiiiiieeeeeee e 18
Limited Obligations...........ccccevveeververeenreennenne. 5 UNerwriting ......ccvevvevieerieeiieieeieseesreesveeve e eenes 19
Expiration or Termination of Lease ................. 6 Financial AdVISOT .......ccccveveninininicnciicicicienns 19
Delays in Exercising Remedies........................ 7 Additional Information...........cccceevveiieirnienieene 19
Destruction of the Project.........c.ccceceeveencnnne. 7
Depreciation and Lack of Residual Value........ 7 Appendix A - General Information Regarding the
Bond Ratings .......ccccceevveviieiieiieiecieeeec e 8 State of North Dakota
The Projects....ccceeeerieieeeeeeeeceee e 8 Appendix B - Summary of Certain Provisions of the
Estimated Sources and Uses of Funds..................... 9 Indenture and the Lease
The Bonds.......cccoeveeieniieiieiieiecieceeeee e Appendix C - Audited General Purpose Financial
General Provisions .........c.ccecevevereeeeneneennenn Statements of the State of North
Book-Entry-Only System ..........cccccceveeevurennenne Dakota for the Fiscal Year Ended
Redemption Provisions............cccceeeveeveevvennenns June 30, 2000
Payment of the Bonds.............. Appendix D - General Information Concerning the
Security for the Bonds.................... North Dakota State Board of Higher
The Lease and the Indenture Education, Its Facilities and Programs
Maintenance and Insurance of the Projects....14 Appendix E - Form of Legal Opinion
Bond Insurance . Appendix F - Form of Undertaking to Provide
Reserve Fund..........ccoeovvvieiieniiieceee Continuing Disclosure
Tax EXemption .......ccccoeeevieiieieneiieceseee e 17 Appendix G - Specimen Financial Guaranty
LAtIAtION .o 17 Insurance Policy

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE
ISSUER AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. THESE
SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR
REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE
ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

0162015f



STATE OF NORTH DAKOTA

GOVETTION ..ttt sttt ettt h e bttt et b e s bt e bt e st e et ek e e bt eheesteneententenbesbeeneas John Hoeven
Licutenant GOVEITIOL .......ccuieuiereeeieriietieieeteeaesetesseesseeseensesssesssesseasseensesnsesssesseesses Jack Dalrymple
SECTELArY OF STALE .....eeeieieeie ettt ettt st Alvin A. Jaeger
AOINEY GENETAL.....oeiieiiiieiiiieee ettt st eaene Wayne Stenehjem
Public Service COMMUISSIONET ........ccveervieieeieriiesteesieeteseeseesseesseessesssesssesseesseessesssesseessens Tony Clark
Public Service COMMUISSIONET ........ccuveriieieeieriienieeteestesresresseesseeseeeesseesseeseesesssesseens Leo Reinbold
Public Service COMMISSIONET .......cecueetieieeeieriierteerieeieeeeeee st et et eeee e sseesseeeeeeesnees Susan Wefald
Commissioner 0f AGIICUITUIE ...........oiiiiiieieee et Roger Johnson
TaX COMIMISSIONET ....veevveerereeeiiereeteeeresteesseesseesesssesseesseesseessesseesseesseessesssesssessesssenns Rick Clayburgh
SHALE AUAILOT ...ttt ettt Robert R. Peterson
INSUrance COMMUISSIONET ........cccveeiiieeriertieereeireeeteesveeseseessseesseeessseesseeessseaseeessseasseeans Jim Poolman
Superintendent of Public INStruction...........c.cceeeieieierieie e Wayne Sanstead
STALE TIEASUIET ..ottt sttt ettt ettt sttt sae bttt et et e bbb ese e e eneeneen Kathi Gilmore

THE INDUSTRIAL COMMISSION OF NORTH DAKOTA
ACTING AS THE NORTH DAKOTA BUILDING AUTHORITY

MEMBERS

GOVErnor JONN HOGVEN .......ccuiiiiiiiiiieieiee ettt Chairman
Attorney General Wayne Stenehjem..........ccovveriieiiiiiiiesieieeieeeeseese et see e Member
Commissioner of Agriculture Roger JONNSON ..........cocvvvieriieiieiicieceee e Member

AUTHORIZED OFFICERS
Karlene Fine Rod Backman
Executive Director and Secretary Director, Office of Management and Budget

BOND COUNSEL
Cook Wegner & Wike PLLP

Bismarck, North Dakota

FINANCIAL ADVISOR TO THE INDUSTRIAL COMMISSION
Evensen Dodge, Inc.
Minneapolis, Minnesota

TRUSTEE, REGISTRAR AND PAYING AGENT

Bank of North Dakota
Bismarck, North Dakota

il



INTRODUCTION TO THE OFFICIAL STATEMENT

The following information is furnished solely to provide limited introductory information regarding the North
Dakota Building Authority (the “Issuer”) $13,165,000 Lease Revenue Bonds, 2001 Series A (the “Bonds”), and
does not purport to be comprehensive. All such information is qualified in its entirety by reference to the more
detailed descriptions appearing in this Official Statement, including the appendices hereto.

Issuer:

Dated Date:

Purpose:

Security:

Bond Insurance:

Optional Redemption:

Sinking Fund Redemption:

The Industrial Commission of North Dakota, acting as the North Dakota Building
Authority.

June 1, 2001.

The Bonds are being issued to finance the acquisition and construction of certain
facilities (the “Projects”) for the State Board of the Higher Education, as provided in
House Bill No. 1022 enacted by the Fifty-Sixth Legislative Assembly and Senate
Bill No. 2023 enacted by the Fifty-Seventh Legislative Assembly. Bond proceeds
will also be used to provide funds for deposit into the Reserve Fund, to capitalize
interest on the Bonds and to pay costs of issuance.

The Bonds are issued pursuant to a Trust Indenture and Assignment of Lease Rentals
(the “Indenture”) dated as of June 14, 2001 between the Issuer and the Bank of
North Dakota, as Trustee, pursuant to which the Issuer will pledge to the Trustee all
of the Issuer’s interest in the Project and as lessor under the Lease Agreements (the
“Lease”) dated as of June 14, 2001, including the right to receive Basic Rent
thereunder, for the payment of the principal of and interest on the Bonds. The
Bonds are limited obligations of the Issuer payable solely from revenues received
pursuant to the Lease which are produced from biennial appropriations by the North
Dakota Legislature. See “SECURITY FOR THE BONDS.” Summary definitions
of certain capitalized terms appear below.

The Bonds are insured by MBIA Insurance Corporation. The premium for bond
insurance is being paid by the underwriter. See “SECURITY FOR THE BONDS —
Bond Insurance.”

Bonds maturing on or before December 1, 2010 are not subject to optional
redemption prior to maturity except under extraordinary circumstances as described
herein under “THE BONDS — Redemption Provisions.” Bonds maturing on or after
December 1, 2011 are subject to redemption at the option of the Issuer in whole or in
part on December 1, 2010 and on any business day thereafter at a price of par plus
accrued interest.

Bonds maturing on December 1, 2021 are subject to sinking fund redemption of a
price equal to 100% of the principal amount of the Bonds to be redeemed plus

accrued interest on December 1 as shown below:

Sinking Fund Redemption

Date (December 1) Principal Amount
2019 $940,000
2020 990,000
2021(Final Maturity) 770,000



Extraordinary Optional
Redemption:

Denominations:
Record Date:
Principal Payments:

Interest Payments:

Tax Status:

Professional Consultants:

Legal Matters:

Authority for Issuance:

Continuing Disclosure:

Conditions Affecting
Issuance of Bonds:

Delivery:

Book-Entry Only:

Selected Definitions:

In the event of damage, destruction or condemnation of the Projects as provided in
the Lease, the Bonds will be subject to redemption prior to stated maturity, in whole
or in part on the first day of any month, at a redemption Price equal to 100% of the
principal amount of such Bonds to be redeemed plus accrued interest thereon to the
Redemption Date, at the option of the Issuer as directed by the affected Agency in
the event that Agency elects under the Lease or any Amended Lease to redeem the
Bonds rather than repair or rebuild the affected Projects.

$5,000 or integral multiples thereof.
The 15th day of the month preceding the payment date.
Due annually on December 1, 2001 through 2022.

Semiannually on June 1 and December 1 of each year, commencing December 1,
2001.

Generally exempt from federal and North Dakota income taxes (see “TAX
EXEMPTION” herein). The Bonds will not be designated qualified tax-exempt
obligations under Section 265(b)(3) of the Code.

Bond Counsel: Cook Wegner & Wike PLLP
Bismarck, North Dakota

Financial Advisor: Evensen Dodge, Inc.
Minneapolis, Minnesota

Trustee, Registrar and Bank of North Dakota
Paying Agent: Bismarck, North Dakota

Legal matters incident to the authorization and issuance of the Bonds are subject to
the opinion of Cook Wegner & Wike PLLP, Bond Counsel, as to validity and tax
exemption. The opinion will be substantially in the form set forth in Appendix E
attached hereto.

The Bonds are being issued pursuant to Chapter 54-17.2 of the North Dakota
Century Code.

The Issuer has agreed with the Bondholders to provide ongoing disclosure of certain
information. See “CONTINUING DISCLOSURE” herein.

The Bonds are offered when, as and if issued, subject to the approving legal opinion
of Cook Wegner & Wike PLLP, Bismarck, North Dakota.

June 27, 2001.

The Bonds will be issued as book-entry-only securities through The Depository
Trust Company.

“Additional Rent”  Additional amounts due under the Lease relating to
administrative matters under the Indenture and certain costs of
operating and maintaining the Projects.



“Agency” The North Dakota State Board of Higher Education.
“Basic Rent” Semiannual rental payments due under the Lease.

“Indenture” The Trust Indenture and Assignment of Lease Rentals dated
as of June 14, 2001 between the Issuer and the Bank of North
Dakota, as trustee.

>

“Initial Term’ The term of the Lease commencing on the date of the sale of

the Bonds and expiring on June 30, 2001.

“Lease” The Lease Agreements dated as of June 14, 2001 between the
Issuer and the Agencies.

“Projects” The facilities, the acquisition or construction of, which are
being financed with the proceeds of the Bonds.

“Renewal Term” Each of the consecutive two-year renewal terms following the
Initial Term, commencing on July 1.

“Rent” The aggregate of Basic Rent and Additional Rent.
“Trustee” Bank of North Dakota.

The information set forth herein has been obtained from the Issuer and other sources which are believed to be
reliable, but it is not to be construed as a representation by the Financial Advisor or the Underwriter. The
information and expressions of opinion herein are subject to change without notice, and neither the delivery of this
Final Official Statement nor any sale made thereafter shall, under any circumstances, create any implication that
there has been no change in the affairs of the Issuer or in any other information contained herein, since the date
hereof.

Questions regarding the Bonds or the Official Statement can be directed to, and additional copies of the Official
Statement, the Issuer’s audited financial reports and the Indenture, Lease and General Authorization Resolution may
be obtained from, Evensen Dodge, Inc., 650 Third Avenue South, Suite 1800, Minneapolis, Minnesota 55402 (612)
338-3535, the Issuer’s financial advisor, or Karlene Fine, Executive Director and Secretary, Industrial Commission
of North Dakota, State Capitol, 600 East Boulevard, Bismarck, North Dakota 58505 (701) 328-3722.

(The remainder of this page has been left blank intentionally.)



OFFICIAL STATEMENT
NORTH DAKOTA BUILDING AUTHORITY

$13,165,000
LEASE REVENUE BONDS, 2001 SERIES A

This Official Statement, including the cover page and Appendices hereto (the “Official Statement”), is furnished to
prospective purchasers in connection with the sale and delivery by the Industrial Commission of North Dakota
acting as the North Dakota Building Authority (the “Issuer”) of $13,165,000 aggregate principal amount of Lease
Revenue Bonds, 2001 Series A (the “Bonds™). The Issuer was created pursuant to Chapter 571 of the 1985 Session
Laws of the State of North Dakota for the purpose of acquiring, owning, constructing, reconstructing, extending,
rehabilitating or improving buildings, related structures, parking facilities, equipment, improvements, real and
personal property and interests therein primarily for the use of the State of North Dakota (the “State”) and its
agencies and instrumentalities. See “The Industrial Commission of North Dakota” at Appendix A.

The Bonds are being issued pursuant to Chapter 54-17.2 of the North Dakota Century Code, known as the North
Dakota Building Authority Act (the “Act”), and as authorized by House Bill No. 1022 enacted by the Fifty-Sixth
Legislative Assembly, Senate Bill No. 2023 enacted by the Fifty-Seventh Legislative Assembly and an authorizing
resolution of the Issuer adopted on May 24, 2001 (the “General Authorization Resolution”). Proceeds of the Bonds
will be used to (i) finance the Projects for the Agency, as provided in House Bill No. 1022 and Senate Bill No.
2023; (ii) provide moneys for deposit into the Reserve Fund established with respect to the Bonds; (iii) provide
moneys which, with the investment earnings thereon, will capitalize interest on the Bonds; and (iv) pay costs of
issuance related to the Bonds.

With respect to the Bonds, certain higher education projects located on the campuses of the institutions of the State
Board of Higher Education will be let by the Issuer to the State Board of Higher Education pursuant to a Lease
Agreement I (the “Lease Agreement I”’) dated as of June 14, 2001 and pursuant to a Lease Agreement II (the “Lease
Agreement 11°) dated as of June 14, 2001. These agreements are referred to collectively as the “Lease”.

The Bonds are issued under and are equally and ratably secured by a Trust Indenture and Assignment of Lease
Rentals (the “Indenture) dated as of June 14, 2001 (the “Indenture”), by and between the Issuer and the Bank of
North Dakota, as trustee (the “Trustee”). Pursuant to the Indenture, the Issuer has mortgaged, pledged and assigned
to the Trustee, among other things, its right, title and interest in and to the Projects and as lessor under the Lease,
including the right to receive the Basic Rent (as hereinafter defined) thereunder, as security for the payment of the
principal of and interest on the Bonds.

Under its Lease, the Agency has agreed to make semiannual rental payments (“Basic Rent”). The Basic Rent
payable under each Lease will be sufficient to pay the principal of and interest on the Bonds coming due in each
fiscal year, but only if and to the extent that the North Dakota Legislature (the “Legislature”) biennially appropriates
funds or there is available any other funds authorized by law sufficient to pay the Basic Rent plus such additional
amounts related to administrative matters under the Indenture and certain costs to operate and maintain each of the
Projects (the “Additional Rent”) as are required to be paid pursuant to the Lease.

The Basic Rent and the Additional Rent are hereinafter collectively referred to as the “Rent.” An Event of
Nonappropriation will occur under the Indenture if the Legislature fails to appropriate sufficient moneys for the
payment of any Rent under the Lease during any Renewal Term. If an Event of Nonappropriation has occurred and
continues without cure until the following August 1, unless the Agency has certified to the Authority and the
Trustee that it will pay the Rent when due from sources other than appropriation by the Legislative Assembly of the
State, provided the Legislative Assembly of the State has not specifically terminated the Lease, the Event of
Nonappropriation will become an Event of Default under the Indenture, and will entitle the Trustee to exercise the
remedies available under the Indenture. See “BONDOWNERS’ RISKS -- Expiration or Termination of the Lease “
herein.



The Bonds are limited obligations of the Issuer payable solely from the revenues and receipts received pursuant to
each Lease, which are produced from biennial appropriations (if any) by the Legislature, other funds or amounts
held by the Trustee as security for the Bonds under the Indenture and/or any other funds available and authorized by
law. Each Lease specifically provides that nothing therein shall be construed to require the Legislature to
appropriate any moneys to pay any Rent thereunder and that the Agency shall not be obligated to pay such Rent
except to the extent appropriated for each biennium. THE OBLIGATION OF THE AGENCY TO PAY ANY
RENT UNDER ITS LEASE IS SUBJECT TO BIENNIAL APPROPRIATION BY THE LEGISLATURE AS
PROVIDED IN SUCH LEASE. NEITHER THE OBLIGATION OF THE AGENCY TO PAY SUCH RENT NOR
THE OBLIGATION OF THE ISSUER TO PAY THE BONDS WILL CONSTITUTE A DEBT OF THE STATE
OR ANY AGENCY OR POLITICAL SUBDIVISION OF THE STATE OF NORTH DAKOTA WITHIN THE
MEANING OF ANY CONSTITUTIONAL OR STATUTORY PROVISION. THE ISSUANCE OF THE BONDS
DOES NOT DIRECTLY OR CONTINGENTLY OBLIGATE THE AGENCY TO PAY ANY RENT BEYOND
THAT APPROPRIATED FOR THE CURRENT BIENNIUM OF THE STATE. THE ISSUER HAS NO TAXING
POWER. For certain economic and financial information with respect to the State, see Appendix A and Appendix
C hereto.

The Agency has covenanted in its Lease to include in its submission to the Governor for inclusion by the Governor
in the biennial executive budget of the State for each year of each biennium during the term of such Lease, as a line
item for Rent, an amount fully sufficient to pay the Basic Rent required to be paid in each year of the biennium and
certain Additional Rent, less any amounts derived from the net revenues and income of the Project, if any. For each
biennium in which the Legislature appropriates funds to pay Rent, the State is legally committed to pay
semiannually to the Trustee the specified Rent as described above. For information with respect to the North
Dakota State Board of Higher Education, see Appendix D.

Capitalized terms used herein have the same meaning as ascribed to them in the Lease and the Indenture. See
“Certain Definitions” in Appendix B hereto.

BONDOWNERS’ RISKS

Purchase of the Bonds involves certain investment risks which are discussed throughout this Official Statement.
Accordingly, each prospective Bond purchaser should make an independent evaluation of all of the information
presented in this Official Statement in order to make an informed investment decision. Certain of these risks are
described below.

Limited Obligations

The Bonds are payable from the aggregate of Basic Rent due under each Lease, which will constitute budgeted
expenditures of the State produced from biennial appropriations (if any) by the Legislature, other funds or amounts
held by the Trustee as security for the Bonds under the Indenture and/or any other funds available and authorized by
law. The Lease Agreement I will commence as of the date of the sale of the Bonds and will expire on June 30, 2001
(the “Initial Term of Lease 1), subject to successive automatic extensions under the provisions of the Lease
Agreement I of the term of the Lease Agreement I for consecutive two-year renewal terms commencing on July 1.
Upon conclusion of the Initial Term of Lease I, the Lease Agreement I with respect to the Bonds will be subject to
automatic two-year renewal terms commencing on July 1 of the years 2001, 2003, 2005, 2007, 2009, 2011, 2013,
2015 and 2017 and a final renewal term commencing July 1, 2019 and ending December 2, 2020. The Lease
Agreement II will commence as of the date of the sale of the Bonds and will expire on June 30, 2001 (the “Initial
Term of Lease II”), subject to successive automatic extensions under the provisions of the Lease Agreement II of
the term of the Lease Agreement II for consecutive two-year renewal terms commencing on July 1. Upon
conclusion of the Initial Term of Lease II, the Lease Agreement II with respect to the Bonds will be subject to
automatic two-year renewal terms commencing on July 1 of the years 2001, 2003, 2005, 2007, 2009, 2011, 2013,



2015, 2017, 2019 and a final renewal term commencing July 1, 2021 and ending December 2, 2022. The Initial
Term of Lease I and the Initial Term of Lease II will be collectively referred to as the Initial Term. Each renewal
term is referred to individually as a “Renewal Term” and collectively as the “Renewal Terms”. The State’s
obligation under a Lease does not constitute a general obligation or other indebtedness of the State or any agency or
political subdivision of the State within the meaning of any constitutional or statutory provision or limitation. The
Issuer has no taxing power.

There is no assurance that the Legislature will appropriate sufficient funds to extend the term of a Lease for any
additional Renewal Terms. Accordingly, the likelihood that there will be sufficient funds to pay the principal of and
interest on the Bonds depends upon certain factors which are beyond the control of the Bondowners, including (a)
the continuing need of the State and the Agencies for the Projects, (b) the economic and demographic conditions
within the State, (c) the ability of the State to generate sufficient funds from sales taxes, personal and corporate
income taxes and other taxes and other sources of revenue to pay obligations associated with the Lease and other
obligations of the State (whether now existing or hereafter created) and (d) the value of any of the Projects if relet,
assigned or sold in a foreclosure or other liquidation proceeding instituted by the Trustee in the event of the
termination of a Lease as a result of the occurrence of certain events described below or the expiration of the Initial
Term or any Renewal Term if the Legislature does not appropriate sufficient funds to extend the term of a Lease as
provided therein.

The obligation of the Agency under a Lease will be satisfied solely from funds of that Agency or for the benefit of
the Agency which the Legislature appropriates biennially for such use or other funds that are legally available for
such use. Neither the Indenture nor any Lease limits the ability of the State to incur additional obligations against
its revenues.

The term of a Lease is automatically extended unless specifically terminated by the Legislative Assembly of the
State. If a Lease is terminated, the affected Agency will have no obligation under its Lease to pay any further Rent
or any other payments with respect to any Lease or the Bonds. However, the termination of a Lease will result in
the occurrence of an Event of Default under the Lease. See “Expiration or Termination of the Lease” below.

Expiration or Termination of Lease

The Lease will expire on June 30 of each odd-numbered year commencing June 30, 2001 as described under
“BONDOWNERS’ RISKS - Limited Obligations” above, but is automatically renewed for each next succeeding
Renewal Term, unless specifically terminated by the Legislative Assembly of the State. In the event that the State
chooses not to extend the term of a Lease for any Renewal Term, the obligation of the State and the affected Agency
to pay any Rent under the Lease will terminate on the June 30 occurring at the end of that Renewal Term. In
addition, a default under the Lease and an election by the Trustee to terminate the possessory interest of the affected
Agency under the Lease will cause a termination of that Agency’s right of possession of the Projects under such
Lease. If the Lease is terminated as the result of an Event of Nonappropriation or Event of Default, the Trustee is to
use moneys in the Reserve Fund to make payments of principal of and interest on the Bonds coming due to the
extent of moneys then held in such fund.

An Event of Nonappropriation, which is not cured as provided in the Indenture, with respect to any of the
Projects constitutes an Event of Default under the Indenture. The Indenture further provides that an Event
of Default under a Lease constitutes an Event of Default under such Indenture. See “THE INDENTURE --
Events of Default” in Appendix B.

In the event that the Agency’s right of possession of Projects under a Lease is terminated for any reason, the
obligation of that Agency to pay Rent under the Lease will continue throughout the Renewal Term then in effect,
but not thereafter, and the Bonds will be payable, among other sources, from any moneys as may be available by
way of recovery from that Agency of the Rent which is due throughout the Renewal Term then in effect. Should
the Lease expire at the end of a Renewal Term without any extension for the next succeeding Renewal Term or if
any event occurs as described above pursuant to which the Trustee terminates an Agency’s right of possession of
the Projects under the Lease, the Trustee may enter and take possession of the Projects as provided in the Indenture



and subject to the provisions of the Act. The Projects constitute special purpose facilities to be used in connection
with the operation of the Agency. No assurance can be given that the Trustee could relet, assign its interest or sell
the Projects for the amount necessary (after taking into account moneys legally available from other sources) to pay
principal of and interest due on the Bonds. In the event of a reletting or sale of any of the Projects, the net proceeds,
together with other moneys then held by the Trustee under the Indenture (with certain exceptions as provided in
such Indenture), are required to be used to pay the Bonds to the extent of such moneys. No assurance can be made
as to the amount of funds available from any such source for the payment of the principal of or interest on the
Bonds. A potential purchaser of the Bonds should not assume that it will be possible to liquidate the Projects after
the expiration or termination of the Agency’s right of possession of such Projects under a Lease as described above
in an amount equal to the aggregate principal amount of the Bonds then outstanding plus accrued interest thereon or
that any such amount will be paid on a timely basis. In this regard, it should be noted that (a) the State will retain
title to the land, buildings and improvements financed from the proceeds of sale of the Bonds and that the exercise
of such remedies with respect to such land and buildings to protect the Trustee’s interest in the Projects
consequently is limited, (b) the Projects may be subject to ad valorem and other property taxation if owned by
someone other than an agency of the State and (c) the Projects may not be suitable for general commercial use and
zoning restrictions could limit use of the Projects.

Delays in Exercising Remedies

A termination of an Agency’s right of possession of Projects under a Lease as a result of an Event of Default or
expiration of the term of a Lease at the end of a Renewal Term without an extension for the next succeeding
Renewal Term will give the Trustee the right to possession of, and the right to relet or foreclose upon and sell, such
Projects in accordance with the provisions of the Lease and the Indenture. However, the enforceability of the Lease
and the Indenture is subject to equitable principles affecting the enforcement of creditors’ rights generally and liens
securing such rights, the police powers of the State and the exercise of judicial authority by State or federal courts.
Because of such use and the delays inherent in obtaining foreclosure upon real property and judicial remedies, it
should not be assumed that these remedies could be accomplished rapidly. Any delays in the ability of the Trustee
to obtain possession of the Projects, of necessity, will result in delays in any payment of principal of or interest on
the Bonds after the expenditure of amounts on deposit in the Reserve Fund.

Destruction of the Project

All of the Projects are to be insured by policies (including casualty and property damage insurance) as provided in
each Lease in an amount equal to the greater of the Discharge Price or the full replacement cost of the Projects as
certified annually by the Agency. In the event of the damage to or destruction of any of the Projects, the Agency is
nevertheless required to continue to pay Rent during the biennium for which the Legislature had appropriated
moneys, subject to the State’s right with respect to the Projects at the end of each biennium to terminate the Lease
by the Legislature’s failure to appropriate sufficient funds to extend the term of such Lease. In such event, the
Agency will decide whether to apply the proceeds from any available insurance (and any other legally available
source) to replace, repair or rebuild such Projects or whether to apply the available proceeds to redemption of
Bonds. If the net proceeds from insurance or certain other sources are not used to repair or replace such Projects,
the Agency may cause such proceeds to be paid to the Trustee for the redemption of the Bonds (or a portion thereof)
as provided in the Indenture, but the Agency will nevertheless be required to continue to pay Rent under the Lease
until the Bonds have been paid in full, subject to biennial appropriation by the Legislature. There can be no
assurance either as to the adequacy of or timely payment under property damage insurance in effect at that time.
Furthermore, there can be no assurance that such insurance proceeds will be sufficient to redeem the Bonds in
whole or that the Trustee will be able to realize any additional funds from the affected Projects at that time. See
“THE LEASE -- Insurance and Condemnation of Projects -- Damage, Destruction and Condemnation of Projects”
in Appendix B hereto.

Depreciation and Lack of Residual Value



As a result of the depreciation of certain components of the Projects and the difficulty of removing various
components of the Projects, it is probable that upon the occurrence of an Event of Nonappropriation, an Event of
Default under a Lease or the Indenture or termination of a Lease for any reason: (a) there would not be sufficient
revenues from a sale of the affected Projects to redeem or pay all outstanding Bonds in full and (b) if the Trustee
were to lease the affected Projects, the rentals available from such leasing would not be sufficient to pay all
outstanding Bonds in full.

Bond Ratings
There is no assurance that the ratings assigned to the Bonds at the time of original issuance (see “RATINGS”

herein) will not be lowered or withdrawn at any time, the effect of which could adversely affect the market price for
or marketability of the Bonds.

THE PROJECTS

House Bill No. 1022 and Senate Bill No. 2023 authorized the financing of several capital projects at various State
facilities. These Projects will be financed from the proceeds of the Bonds.

Project
Facility Description Amount
Williston State College, formerly known
as UND-Williston Health and Wellness Center Addition $ 3,000,000
Minot State University Old Main Renovation 7,850,000
Total of Authorized Projects $10,850,000

The North Dakota Legislature under House Bill No. 1022 authorized funding for the construction of an addition to
the Health and Wellness Center for Williston State College. The Health and Wellness Center is an addition to
Stevens Hall and will house the Practical Nursing, Physical Therapy Assistant and Massage Therapy Programs, the
intercollegiate athletic programs and the health and physical education needs of Williston State College. The entire
cost of this building project is $4,500,000. Of this amount $1,500,000 has been raised from private sources for
construction costs. These Bonds include $3,000,000 to cover the remaining costs of this construction project. The
Board of Higher Education has also committed to provide $1,500,000 over a ten-year period from private sources to
pay a portion of the debt service on the Bonds.

The North Dakota Legislature under Senate Bill No. 2023 authorized funding for the renovation of Old Main on the
campus of Minot State University. The renovation of Old Main consists of full renovation of the building’s
mechanical, electrical and life safety systems, new windows, tuckpointing and ADA access. Included in this project
is additional classroom space with the latest advancements in technology, one large-tiered classroom to
accommodate from 75-100 students, and faculty office space. The entire facility comprises 97,000 square feet,
which includes McFarland Auditorium, a 1,000-seat theater. The total cost of this project is $7,850,000. The Board
of Higher Education has committed to provide $2,299,000 from private funds to pay a portion of the debt service on
the Bonds over a ten-year period.



ESTIMATED SOURCES AND USES OF FUNDS

The estimated sources of funds from the proceeds to be received from the sale of the Bonds and the estimated uses
of such funds are shown in the following schedule:

Sources of Funds:

Principal Amount of Bonds $13.165.000.00
Total Sources $13,165,000.00
Uses of Funds:

Deposit to the Construction Fund $10,850,000.00
Deposit to Reserve Fund 1,096,600.01
Capitalized Interest to June 1, 2003 788,401.45
Underwriter’s Discount 197,243.45
Costs of Issuance 90,000.00
Deposit to Debt Service Fund 142.755.09
Total Uses $13.,165,000.00

M Interest will only be capitalized on the portion of the Bonds allocable to the Project funded pursuant to Lease Agreement II.

(The remainder of this page has been left blank intentionally.)



THE BONDS

General Provisions

The Bonds will be issued in the aggregate principal amount of $13,165,000, will be initially dated as of June 1,
2001, and will bear interest (computed on the basis of a 360-day year consisting of twelve 30-day months) at the
rates specified on the inside cover page of this Official Statement, payable on December 1, 2001 and semiannually
thereafter on June 1 and December 1 of each year (collectively, the “Bond Payment Dates”), and mature on the
dates, all as set forth on the inside cover page of this Official Statement. The Bonds are issuable only in fully
registered form without coupons in the denomination of $5,000 or any integral multiple thereof.

The principal of the Bonds is payable at the principal trust office of the Trustee, as paying agent, in Bismarck, North
Dakota, or at any paying agent appointed by the Issuer as provided in the Indenture, upon presentation and
surrender thereof. Interest on the Bonds will be paid to the person who is the registered owner thereof as of the
close of business on the 15th day of the month next preceding such Bond Payment Date (the “Record Date”) and
will be paid by check or draft drawn on the Trustee, or on any paying agent appointed by the Issuer as provided in
the Indenture, and mailed on each Bond Payment Date to the registered owner thereof at the address on the
registration books maintained by the Trustee notwithstanding the cancellation of any such Bond upon any exchange
or transfer thereof subsequent to the Record Date and prior to such Bond Payment Date. The principal of, if any,
and interest on the Bonds will be paid in lawful money of the United States of America.

Book-Entry-Only System

The information contained in the following paragraphs of this subsection “Book-Entry Only System” has been
extracted from a schedule prepared by Depository Trust Company (“DTC”) entitled “SAMPLE OFFERING
DOCUMENT LANGUAGE DESCRIBING BOOK-ENTRY ONLY ISSUANCE.” The Issuer makes no representation
as to the completeness or the accuracy of such information or as to the absence of material adverse changes in such
information subsequent to the date hereof.

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered securities
registered in the name of Cede & Co. (DTC’s partnership nominee). One fully-registered certificate will be issued
for each annual maturity of the Bonds, each in the aggregate principal amount of such annual maturity, and such
certificates will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking organization”
within the meaning of the New York Banking Law, a member of the Federal Reserve System, a ‘“clearing
corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds securities that its
participants (‘“Participants”) deposit with DTC. DTC also facilitates the settlement among Participants of securities
transactions, such as transfers and pledges, in deposited securities through electronic computerized book-entry
changes in Participants’ accounts, thereby eliminating the need for physical movement of securities certificates.
Direct Participants include securities brokers and dealers, banks, trust companies, clearing corporations, and certain
other organizations (“Direct Participants”). DTC is owned by a number of its Direct Participants and by the New
York Stock Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities Dealers,
Inc. Access to the DTC system is also available to others such as securities brokers and dealers, banks, and trust
companies that clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly (“Indirect Participants™). The Rules applicable to DTC and its Participants are on file with the Securities
and Exchange Commission.

Purchases of securities under the DTC system must be made by or through Direct Participants, which will receive a
credit for the Bonds on DTC’s records. The ownership interest of each actual purchaser of each Bond (“Beneficial
Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not
receive written confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written
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confirmations providing details of the transaction, as well as periodic statements of their holdings, from the Direct
or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership
interests in the Bonds are to be accomplished by entries made on the books of Participants acting on behalf of
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in Bonds,
except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are registered in the name of
DTC’s partnership nominee, Cede & Co. The deposit of Bonds with DTC and their registration in the name of
Cede & Co. effect no change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of
the Bonds; DTC’s records reflect only identity of the Direct Participants to whose accounts such Bonds are credited,
which may or may not be the Beneficial Owners. The Participants will remain responsible for keeping account of
their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to Cede & Co. If less than all of the Bonds within a maturity are being redeemed,
DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such maturity to be
redeemed.

Neither DTC or Cede & Co. will consent or vote with respect to Bonds. Under its usual procedures, DTC mails an
Omnibus Proxy to the Issuer as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s
consenting or voting rights to those Direct Participants to whose accounts the Bonds are credited on the record date
(identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the Bonds will be made to DTC. DTC'’s practice is to credit Direct Participants’
accounts on the payable date in accordance with their respective holdings shown on DTC’s records unless DTC has
reason to believe that it will not receive payment on the payable date. Payments by Participants to Beneficial
Owners will be governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC, the Trustee, or the Issuer, subject to any statutory or regulatory requirements as may be
in effect from time to time. Payment of principal and interest to DTC is the responsibility of the Issuer or the
Trustee, disbursements of such payments to Direct Participants shall be the responsibility of DTC, and disbursement
of such payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds at any time by giving
reasonable notice to the Issuer or the Trustee. Under such circumstances, in the event that a successor securities
depository is not obtained, Bond certificates are required to be printed and delivered.

The Issuer may decide to discontinue use of the system of book-entry transfers through DTC (or a successor
securities depository). In that event, Bond certificates will be printed and delivered.

NEITHER THE ISSUER, THE TRUSTEE, ANY BORROWER NOR THE UNDERWRITER WILL HAVE ANY
RESPONSIBILITY OR OBLIGATION TO PARTICIPANTS, TO INDIRECT PARTICIPANTS OR TO ANY BENEFICIAL
OWNER WITH RESPECT TO (1) THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC, ANY DTC
PARTICIPANT OR ANY INDIRECT PARTICIPANT; (2) THE PAYMENT BY DTC, ANY DTC PARTICIPANT OR ANY
INDIRECT PARTICIPANT OF ANY AMOUNT WITH RESPECT TO THE PRINCIPAL OF, PREMIUM, IF ANY, OR
INTEREST ON THE BONDS; (3) ANY NOTICE WHICH IS PERMITTED OR REQUIRED TO BE GIVEN TO
BONDHOLDERS; (4) ANY CONSENT GIVEN BY DTC OR OTHER ACTION TAKEN BY DTC AS BONDHOLDER; OR
(5) THE SELECTION BY DTC, ANY DTC PARTICIPANT OR ANY INDIRECT PARTICIPANT OF ANY BENEFICIAL
OWNER TO RECEIVE PAYMENT IN THE EVENT OF A PARTIAL REDEMPTION OF BONDS.

Redemption Provisions
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Optional Redemption. The Bonds maturing on or before December 1, 2010 are not subject to call and redemption
prior to maturity, except as described under “Extraordinary Optional Redemption Upon the Occurrence of Certain
Events” below. The Bonds maturing on or after December 1, 2011 are subject to redemption from moneys
deposited to the credit of the Bond Fund pursuant to the Lease, at the option of the Issuer in whole or in part on
December 1, 2010 and on any business day thereafter, by direction of the Issuer, at a Redemption Price equal to
100% of the principal amount of Bonds to be redeemed plus accrued interest thereon to the Redemption Date.

Sinking Fund Redemption. Bonds maturing on December 1, 2021 are subject to sinking fund redemption in part
by lot at a Redemption Price equal to 100% of the principal amount of the Bonds to be redeemed together with
accrued interest thereon to the Redemption Date on December 1 of each of the following years and in the following
amounts:

Sinking Fund Redemption Principal
Date (December 1) Amount
2019 $940,000

2020 990,000

2021 (Final Maturity) 770,000

Extraordinary Optional Redemption Upon the Occurrence of Certain Events. In the event of damage,
destruction or condemnation of the Projects as provided in the Lease, the Bonds will be subject to redemption prior
to stated maturity, in whole or in part on the first day of any month, at a Redemption Price equal to 100% of the
principal amount of such Bonds to be redeemed plus accrued interest thereon to the Redemption Date, at the option
of the Issuer as directed by the affected Agency in the event that Agency elects under the Lease or any Amended
Lease to redeem the Bonds rather than to repair or rebuild the affected Projects.

Selection of Bonds for Redemption. Outstanding Bonds subject to redemption shall, unless otherwise directed by
the Issuer, be redeemed in inverse order of serial maturity. If less than all of the Bonds of a serial maturity are to be
redeemed, the particular Bonds to be redeemed shall be selected by lot in such manner as the Trustee shall deem fair
and appropriate, in denominations of not less than $5,000.

Notice of Redemption. Notice of redemption shall be given by the Trustee by registered or certified mail with
return receipt requested, postage prepaid, mailed not less than 30 days before the Redemption Date to each owner of
Bonds to be redeemed at the address of such owner appearing in the Register; but neither failure to give such notice
by mail nor defect in any notice so mailed shall affect the validity of the proceedings for redemption of any Bond
not affected by such failure or defect.

Payment of the Bonds

Each Lease requires semiannual Basic Rent to be paid by each Agency to the Issuer which, when aggregated,
represents the total amount of principal of and interest on the Bonds, which Basic Rent has been assigned to the
Trustee pursuant to the Indenture. See “SECURITY FOR THE BONDS--The Lease and the Indenture” herein.
The aggregate amount of such Basic Rent payable under each Lease is designed to be sufficient to pay the principal
of and interest on the Bonds becoming due during the term of such Lease (assuming that the Legislature
appropriates sufficient funds in each biennium for the succeeding biennium to automatically extend the term of such
Lease).

The following table shows the scheduled Basic Rent payable under the Lease for the entire term of the Lease
(assuming that the Legislature appropriates biennially sufficient moneys to pay Basic Rent under the Lease coming
due during the stated term of the Lease), which are equal to the payments of principal of and interest on the Bonds:
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Scheduled Basic Rent

Fiscal Year Ending Principal Interest Total
June 30 Component Component Basic Rent
2002 $ 105,000.00 $  620,776.26 §  725,776.26
2003 110,000.00 616,476.26 726,476.26
2004 220,000.00 609,876.26 829,876.26
2005 225,000.00 600,976.26 825,976.26
2006 460,000.00 587,276.26 1,047,276.26
2007 480,000.00 568,476.26 1,048,476.26
2008 500,000.00 548,251.26 1,048,251.26
2009 525,000.00 526,470.01 1,051,470.01
2010 555,000.00 502,826.26 1,057,826.26
2011 580,000.00 477,288.76 1,057,288.76
2012 610,000.00 450,513.76 1,060,513.76
2013 635,000.00 422,501.26 1,057,501.26
2014 670,000.00 392,468.76 1,062,468.76
2015 710,000.00 359,683.76 1,069,683.76
2016 750,000.00 324,268.76 1,074,268.76
2017 795,000.00 286,018.76 1,081,018.76
2018 835,000.00 245,268.76 1,080,268.76
2019 885,000.00 202,268.76 1,087,268.76
2020 940,000.00 156,056.26 1,096,056.26
2021 990,000.00 106,600.01 1,096,600.01
2022 770,000.00 61,500.01 831,500.01
2023 815.000.00 20.884.38 835.884.38
Total $13,165,000.00 $8.686,727.09 $21.851,727.09
SECURITY FOR THE BONDS

The Lease and the Indenture

The Bonds are payable from Basic Rent due under each Lease and certain other revenues as provided in the
Indenture. The term of the Lease will commence as of the date of the sale of the Bonds and will expire on June 30,
2001, subject to successive automatic extensions under the provisions of such Lease, unless specifically terminated
by the State Legislative Assembly. For circumstances under which a Lease may be terminated, see “THE LEASE--
Term of the Lease” in Appendix B. In the opinion of Bond Counsel, neither the Lease, nor the Bonds constitute a
general obligation or indebtedness of the State within the meaning of any constitutional or statutory debt limitation.
The State has not pledged its credit to the payment of the Lease, or the Bonds, and the State is not directly or
contingently obligated to apply money from, or to levy or pledge, any form of taxation to the payment of the Lease,
or the Bonds. The Issuer has no taxing power.

The Issuer, as lessor under each Lease and pursuant to the Indenture, will assign to the Trustee its right, title and
interest as lessor under each Lease and all Basic Rent payable under the Leases for the benefit of the owners of the
Bonds. The Issuer has also granted to the Trustee for the benefit of the owners of the Bonds a mortgage lien on, or
a security interest in, or both, in the Projects and in and to certain specified funds held under the Indenture and any
Additional Security.
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So long as the term of the Lease has not expired on June 30, 2001 by its terms, the Agency is required under the
Lease to pay semiannually to the Trustee any specified Basic Rent for the Projects leased to the Agency under such
Lease. The aggregated Basic Rent payable under the Lease, represents an amount sufficient to pay the principal of
and interest on the Bonds.

The Agency has covenanted in its Lease to cause to be included in the Governor’s budget submitted to the
Legislature for each successive biennium for so long as such Lease is in effect a request or requests for a sufficient
amount to permit the Agency to discharge all of its obligations under the Lease as required. See “THE LEASE --
Lease of Projects -- Covenant to Request Appropriations” in Appendix B hereto. The Issuer has covenanted in the
Indenture that, upon notification from the Trustee, the Issuer will request that the Legislature include in the
executive budget of the State a sufficient amount for payment of Rent pursuant to the Lease if any Agency has
failed to comply with its covenant to request such an appropriation as described above.

In the event the Legislature does not appropriate sufficient funds or there are no other funds available as authorized
by law to extend the term of the Lease and such Lease thereby expires by its terms at the end of a Renewal Term,
the affected Agency will have no further payment obligation under the Lease, except for the Rent which is payable
prior to the termination of the Lease. Upon such expiration, the Trustee may exercise one or more of the rights
provided in the Lease and the Indenture, including an option to take possession of and operate and maintain the
Projects, subject to the limitations prescribed by the Indenture, and apply any proceeds realized by such action to
the payment of principal of outstanding Bonds and accrued interest thereon. Due to the nature of the Projects, it is
unlikely that revenues realized from the repossession, operation and maintenance of the Projects would be sufficient
to pay then outstanding Bonds in full. See “BONDOWNERS’ RISKS” herein. Should such a shortfall occur, the
Bonds would be paid ratably as to interest and principal as described under “THE INDENTURE -- Remedies on
Default -- Application of Moneys” in Appendix B hereto.

Maintenance and Insurance of the Projects

The Agency has agreed in its Lease, at its own expense, to maintain, manage and operate the Projects and all
improvements thereon in good order, condition and repair, ordinary wear and tear excepted. The Agency will
provide or cause to be provided all security service, custodial service, power, gas, telephone, light, heating, water
and all other public utility services. As provided in the Lease, the Issuer, the Trustee and the owners of the Bonds
will not have any obligation to incur any expense of any kind or character for the management, operation or
maintenance of the Projects during the term of such Lease.

The Projects are required to be insured to the extent described under “THE LEASE -- Insurance and Condemnation
of Projects -- Insurance” in Appendix B hereto. All net proceeds (including any moneys derived from any self-
insurance program) from policies of insurance required by the Lease or condemnation awards will be deposited into
the Repair and Replacement Fund under the Indenture if the affected Agency elects to proceed with the repair and
restoration of the affected Projects as described under (a) below or into the Bond Fund under the Indenture if the
Agency elects to effect the redemption of a portion or all of the Bonds then outstanding as described under (b)
below. Within 90 days after any such damage, destruction or taking, the Agency is required under the Lease to
notify the Trustee in writing of the Agency’s intent as to the application and disbursement of such funds as follows:

(a) to the prompt repair, replacement or restoration of the damaged or destroyed portion of the Projects with the
understanding as provided in the Lease that if the net proceeds of insurance or condemnation awards are not
sufficient to pay the costs of repair, replacement or restoration in full, the Agency will nonetheless complete the
same and will pay that portion of the cost thereof in excess of the amount of such net proceeds or condemnation
awards, but only from legally available moneys; or

(b) to the redemption, in whole or in part, of the principal of and interest on the then outstanding Bonds as
described under “THE BONDS--Redemption--Extraordinary Optional Redemption Upon the Occurrence of
Certain Events” above.
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Bond Insurance

The following information has been furnished by MBIA Insurance Corporation (the “Insurer”) for use in this
Official Statement. Reference is made to Appendix G for a specimen of the Insurer’s policy.

The MBIA Insurance Corporation Insurance Policy

The Insurer’s policy unconditionally and irrevocably guarantees the full and complete payment required to be made
by or on behalf of the Issuer to the Paying Agent or its successor of an amount equal to (i) the principal of (either at
the stated maturity pursuant to a mandatory sinking fund payment) and interest on, the Bonds as such payments
shall become due but shall become due but shall not be so paid (except that in the event of any acceleration of the
due date of such principal by reason of mandatory or optional redemption or acceleration resulting from default or
otherwise, other than any advancement of maturity pursuant to a mandatory sinking fund payment, the payments
guaranteed by the Insurer’s policy shall be made in such amounts and at such times as such payments of principal
would have been due had there not been any such acceleration); and (ii) the reimbursement of any such payment
which is subsequently recovered from any owner of the Bonds pursuant to a final judgment by a court of competent
jurisdiction that such payment constitutes an avoidable preference to such owner within the meaning of any
applicable bankruptcy law (a “Preference”).

The Insurer’s policy does not insure against loss of any prepayment premium which may at any time be payable
with respect to any Bond. The Insurer’s policy does not under any circumstances, insure against loss relating to: (i)
optional or mandatory redemptions (other than mandatory sinking fund redemptions); (ii) any payments to be made
on an accelerated basis; (iii) payments of the purchase price of Bonds upon tender by an owner thereof; or (iv) any
Preference relating to (i) through (iii) above. The Insurer’s policy does not insure against nonpayment of principal
and interest on the Bonds resulting from the insolvency, negligence or any other act or omission of the Paying
Agent or any other paying agent for the Bonds.

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in writing by registered or
certified mail, or upon receipt of written notice by registered or certified mail, by the Insurer from the Paying Agent
or any owner of a Bond the payment of an insured amount for which is then due, that such required payment has not
been made, the Insurer on the due date of such payment or within one business day after receipt of notice of such
nonpayment, whichever is later, will make deposit of funds, in an account with the State Street Bank and Trust
Company, N.A.; in New York, New York, or its successor, sufficient for the payment of any such insured amounts
which are then due. Upon presentment and surrender of such Bonds or presentment of such other proof of
ownership of the Bonds, together with any appropriate instruments of assignment to evidence the assignment of the
insured amount6s due on the Bonds as are aid by the Insurer, and appropriate instruments to effect the appointment
of the Insurer as agent for such owners of the Bonds in any legal proceeding related to payment of insured amounts
on the Bonds, such instruments being in a form satisfactory to State Street Bank and Trust Company, N.A., State
Street Bank and Trust Company, N..A. shall disburse to such owners or the Paying Agent payment of the insured
amounts due on such Bonds, less any amount held by the Paying Agent for the payment of such insured amounts
and legally therefore.

MBIA Financial Information

As of December 31, 2000, the Insurer had admitted assets of $7.6 billion (audited), total liabilities of $5.2 billion
(audited), and total capital and surplus of $2.4 billion (audited) determined in accordance with the statutory
accounting practices prescribed or permitted by the insurance regulatory authorities. As of March 31, 2001, the
Insurer had admitted assets of $7.8 billion (unaudited); total liabilities of $5.4 billion (unaudtied), and total capital
and surplus of $2.4 billion (unaudited) determined in accordance with statutory accounting practices prescribed or
permitted by insurance regulatory authorities.

Additional Information About the Insurer

The Insurer is the principal operating subsidiary of MBIA Inc., a New York Stock Exchange listed company (the
“Company”). The Company is not obligated to pay the debts of or claims against the Insurer. The Insurer is
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domiciled in the State of New York and licensed to do business in and subject to regulation under the laws of all 50
states, the District of Columbia, the Commonwealth of Puerto Rice, the Commonwealth of the Northern Mariana
Islands, the Virgin Islands of the United States and the Territory of Guam. The Insurer has two European branches,
one in the Republic of France and the other in the Kingdom of Spain. New York has laws prescribing minimum
capital requirements, limiting classes and concentrations of investments and requiring the approval of policy rates
and forms. State laws also regulate the amount of both aggregate and individual risks that may be insured, the
payment of dividends by the Insurer, changes in control and transactions among affiliates. Additionally, the Insurer
is required to maintain contingency reserves on its liabilities in certain amounts and for certain periods of time.

The Company files annual, quarterly and special reports, information statements and other information with the SEC
under File No. 1-9583. These SEC filings are available to the public over the Internet at the SEC’s web site at
http://www.sec.gov. The public may also read and copy any of these SEC filings at the SEC’s public reference
rooms in Washington, D.C., New York, New York and Chicago, Illinois. Please call the SEC at 1-800-SEC-0330
for further information on the public reference rooms.

Copies of the SEC filings (including (1) the Company’s Annual Report on Form 10-K for the year ended December
31, 2000, (2) the Company’s Quarterly Reports on Form 10-Q for the quarter ended March 31, 2001, and (3) the
report on Form 8-K filed by the Company on January 30, 2001 are also available, at no cost, upon request to MBIA
Insurance Corporation, 113 King Street, Armonk, New York 10504. The telephone number of the Insurer is (914)
273-4545. The SEC filings are also available to the public over the Internet at the Company’s web site at
http://www.mbia.com.

The following documents filed by the Company with the Securities and Exchange Commission are incorporated
herein by reference:

(1) The Company’s Annual Report on Form 10-K for the year ended December 31, 2000
(2) The Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2001.
(3) The report on Form 8-K filed by the Company on January 30, 2001.

Any documents filed by the Company pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act after the
date of this Official Statement and prior to the termination of the offering of the securities offered hereby shall be
deemed to be incorporated by reference in this Official Statement and to be a part hereof. Any statement contained
in a document incorporated or deemed to be incorporated by reference herein, or contained in this Official
Statement, shall be deemed to be modified or superseded for purposes of this Official Statement to the extent that a
statement contained herein or in any other subsequently filed document which is also or is deemed to be
incorporated by reference herein modifies or supersedes such statement. Any such statement so modified or
superseded shall not be deemed, except as so modified or superseded, to constitute a part of this Official Statement.

Financial Strength Ratings of the Insurer
Moody’s Investors Service, Inc. rates the financial strength of the Insurer “Aaa.”

Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc., rates the financial strength of
the Insurer “AAA.”

Fitch, Inc. rates the financial strength of the Insurer “AAA.”

Each rating if the Insurer should be evaluated independently. The ratings reflect the respective rating agency’s
current assessment of the creditworthiness of the Insurer and its ability to pay claims on its policies of insurance.
Any further explanation as to the significance of the above ratings may be obtained only from the applicable rating

agency.

The above ratings are not recommendations to buy, sell or hold the Bonds, and such ratings may be subject to
revision or withdrawal at any time by the rating agencies. Any downward revision or withdrawal of any of the
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above ratings may have an adverse effect on the market price of the Bonds. The Insurer does not guaranty the
market price on the Bonds will not be revised or withdrawn.

Reserve Fund

A Reserve Fund is established by the Indenture for the Bonds and will be fully funded at the time of original
issuance of the Bonds, from proceeds of the sale of the Bonds in an amount equal to the Reserve Fund Requirement.
The Bonds maturing on December 1, 2022 and accrued interest thereon is expected to be paid, in part, from
amounts then held in the Reserve Fund.

Amounts in the Reserve Fund are to be used for the payment of principal of and interest on the Bonds to the extent

amounts in the Bond Fund under the Indenture are insufficient therefor and for certain other purposes as specified in
the Indenture. See “THE INDENTURE--Funds and Accounts--Reserve Fund” in Appendix B hereto.

TAX EXEMPTION

In the opinion of Bond Counsel, assuming compliance with the tax covenants described below, under existing law,
interest on the Bonds is excludable from the “gross income” of the owners thereof for purposes of federal and State
of North Dakota income taxation (other than the privilege tax measured by net income imposed on banks, trust
companies and building and loan associations by North Dakota Century Code, Chapter 57-35.3).

Noncompliance following issuance of the Bonds with certain requirements of the Internal Revenue Code of 1986 as
amended (the “Code”) may result in the inclusion of interest on the Bonds in the federal and North Dakota “gross
income” of the owners thereof retroactive to the date of issuance of the Bonds. The Issuer and the Agency have
covenanted to comply with such requirements.

The Code imposes an alternative minimum tax with respect to individuals and corporations on alternative minimum
taxable income. Interest on the Bonds will not be treated as a preference item in calculating the federal alternative
minimum taxable income of individuals and corporations. The Code provides, however, that 75 percent of the
interest on bonds held by corporations will be included for purposes of calculating the alternative minimum tax that
may be imposed with respect to corporations.

Prospective purchasers of the Bonds should also be aware that (i) Section 265 of the Code denies a deduction for
interest on indebtedness incurred or continued to purchase or carry the Bonds or, in the case of a financial
institution, that portion of a holder’s interest expense allocated to interest on the Bonds, (ii) with respect to
insurance companies subject to the tax imposed by Section 831 of the Code, Section 832(b)(5)(B)(i) reduces the
deduction for loss reserves by 15 percent of the sum of certain items, including interest on the Bonds, (iii) interest
on the Bonds earned by certain foreign corporations doing business in the United States could be subject to a branch
profits tax imposed by Section 884 of the Code, (iv) passive investment income, including interest on the Bonds,
may be subject to federal income taxation under Section 1375 of the Code for Subchapter S corporations that have
Subchapter C earnings and profits at the close of the taxable year if greater than 25 percent of the gross receipts of
such Subchapter S corporation is passive investment income and (v) Section 86 of the Code requires recipients of
certain Social Security and certain Railroad Retirement benefits to take into account, in determining gross income,
receipts or accruals of interest on the Bonds.

LITIGATION

It is a condition of closing that the Issuer execute a certificate to the effect that there is no litigation pending or
known to be threatened (i) to restrain or enjoin the issuance or delivery of the Bonds or the collection of revenues
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pledged under the Indenture, (ii) in any way contesting or affecting the authority for the issuance of the Bonds, the
validity of the Bonds, the Lease or the Indenture, or (iii) in any way contesting the organization, existence or powers
of the Issuer.

APPROVAL OF LEGAL PROCEEDINGS

Legal matters incident to the authorization, validity and enforceability of the Lease, as to the Issuer and the
Agencies and the authorization and issuance of the Bonds are subject to the unqualified approving opinion of Cook
Wegner & Wike PLLP, Bismarck, North Dakota, Bond Counsel. The opinion of Bond Counsel is attached to this
Official Statement as Appendix E. Copies of the opinion will be available at the time of the initial delivery of the
Bonds. Certain legal matters will be passed upon for the Issuer by the Attorney General.

CONTINUING DISCLOSURE

In the Bond Resolution, the Issuer will covenant for the benefit of all Bondholders to provide certain continuing
disclosure information relating to the Bonds and the security therefor to permit the Underwriter of the Bonds to
comply with the amendments to Rule 15¢2-12 under the Securities and Exchange Act. At the time of the initial
delivery of the Bonds, the Issuer will furnish an undertaking to provide continuing disclosure substantially in the
form attached to this Official Statement as Appendix F.

RATINGS

Moody’s Investors Service, Inc. (“Moody’s”) and Standard & Poor’s Ratings Group (“S&P”) will assign the Bonds
the ratings of “Aaa” and “AAA” respectively, based on the issuance by MBIA Insurance Corporation of its
municipal bond insurance policy simultaneously with the delivery of the Bonds. Moody’s and S&P have assigned
underlying ratings of “A1” and “A+”, respectively, to the Bonds. For an explanation of the significance of a
particular rating, an investor should communicate directly with the appropriate rating agency. Such rating reflects
only the views of such rating agency. There is no assurance that a particular rating will remain in effect for any
given period of time or that it will not be lowered, suspended or withdrawn entirely, if, in an agency’s judgment,
circumstances warrant. Any such downgrade change or suspension or withdrawal of such rating may have an
adverse effect on the market price of the Bonds.
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UNDERWRITING

The Issuer has sold the Bonds at public sale to a syndicate managed by Dain Rauscher, Inc., as Underwriter, for a
price of $12,967,756.55 and accrued interest.

FINANCIAL ADVISOR

Evensen Dodge, Inc., of Minneapolis, Minnesota, has served as Financial Advisor to the Issuer in connection with
the offering of the Bonds. The Financial Advisor will not participate in the underwriting of the bonds.

ADDITIONAL INFORMATION

All of the summaries of the statutes, resolutions, opinions, contracts, agreements, financial and statistical data and
other related documents described in this Official Statement are made subject to the provisions of such documents.
These summaries do not purport to be complete statements of such provisions and reference is made to such
documents, copies of which are publicly available for inspection during normal business hours at the offices of the
Industrial Commission of North Dakota, Bismarck, North Dakota or Evensen Dodge, Inc., Minneapolis, Minnesota.
This Official Statement is not to be construed as a contract or agreement between the Underwriter and the
purchasers or owners of the Bonds.

The execution and delivery of this Official Statement has been duly authorized by the State.
STATE OF NORTH DAKOTA
/s/__John Hoeven

Governor John Hoeven, Chairman,
Industrial Commission of North Dakota

/s/ _Wayne Stenehjem
Attorney General Wayne Stenehjem, Member
Industrial Commission of North Dakota

/s/_Roger Johnson
Commissioner of Agriculture Roger Johnson, Member
Industrial Commission of North Dakota
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THE INDUSTRIAL COMMISSION OF NORTH DAKOTA

The Legislature created the Industrial Commission of North Dakota (the “Commission”) in 1919 to conduct and
manage, on behalf of the State, certain utilities, industries, enterprises and business projects established by State
law. The North Dakota Building Authority Act (the “Act”) provides that the Commission, acting as the North
Dakota Building Authority (the “Authority”), may negotiate the sale of the bonds of the Authority in such amounts
and in such manner as may be provided by law for projects of the Authority. The Commission is responsible for the
operation and management of certain other State enterprises, including the Bank of North Dakota, the North Dakota
Mill and Elevator Association, the North Dakota Municipal Bond Bank, the North Dakota Housing Finance Agency
and the North Dakota Student Loan Trust. The Commission performs regulatory functions through its Oil and Gas
Division and Geological Survey and administers the Agricultural Revenue Bond Program. Effective August 1,
1997, the Commission also became the Farm Finance Agency. The Commission, effective July 1, 1991, among
other powers, has the authority to borrow money and issue evidences of indebtedness for the purpose of funding
lignite research, development and marketing projects, processes or activities directly related to lignite and products
derived from lignite.

The members of the Commission are the Governor, the Attorney General and the Commissioner of Agriculture of
the State. The Governor is the Chairman of the Commission, and a quorum for the transaction of business of the
Commission consists of the Governor and one additional member. The present members of the Commission, all of
whom have been elected to office for four-year terms expiring December 14, 2004 (with respect to the Governor)
and December 31, 2004 (with respect to the other two members), are:

John Hoeven, Governor
Wayne Stenehjem, Attorney General
Roger Johnson, Commissioner of Agriculture

The Attorney General of the State serves as general counsel to the Commission. Each State enterprise under the
control of the Commission employs and is operated by a separate staff or authorized agents under the supervision of

the Commission.

The Commission’s mailing address is the Industrial Commission of North Dakota, State Capitol, 600 East
Boulevard, Bismarck, North Dakota 58505, c/o Executive Director and its telephone number is (701) 328-3722.

NORTH DAKOTA STATE GOVERNMENT

The following description of State government is written with an emphasis on those functions of government that
might have a direct bearing or effect on the financial condition of the State and the State’s ability to pay Rents under
the Lease, but is not a detailed description of all functions of the State’s government.

General

The State of North Dakota is governed by its constitution, the present form of which was adopted in 1889 and
which has been amended from time to time.

The legislative power of North Dakota is vested in the Legislative Assembly. Pursuant to the legislative
redistricting plan adopted by the Fifty-second Session of the Legislative Assembly (1991 N.D. Sp. Sess. Laws ch.
886), the Legislative Assembly consists of a 49-member Senate elected for four-year terms and a 98-member House
of Representatives elected for two-year terms from legislative districts established by law on the basis of population.
A constitutional amendment, effective July 1, 1997, increased the term of representatives to four years. The



Legislative Assembly meets every two years, beginning on the first Tuesday after the first Monday in January after
the general election, or as otherwise determined by the Legislative Assembly, for a period not to exceed 80
legislative days. The people, however, reserve the power to propose measures and to approve or reject the same at
the polls by initiative and to approve or reject at the polls by referendum any measure or any item, section, part or
parts of any measure enacted by the Legislative Assembly.

The chief executive power of the State is vested in the Governor who, with a Lieutenant Governor, is elected on a
joint ballot for a four year term. The Governor is responsible for all executive actions and for the execution of laws
passed by the Legislative Assembly. Under the Constitution the Governor can veto legislation, which veto may be
overridden by a two-thirds majority vote of each house of the Legislative Assembly. The constitutional veto power
of the Governor also includes the power to “veto items in an appropriation bill”. The Governor has direct control of
14 departments of the Executive Branch, and chairs a number of State Commissions including the Industrial
Commission, the Indian Affairs Commission and the State Water Commission.

The judicial powers of the state are vested in a unified judicial system consisting of the Supreme Court, the
temporary court of appeals, district courts, and such other courts as are or may be created by law for cities. The
Supreme Court, consisting of five justices elected for ten-year terms, may only exercise appellate jurisdiction except
as otherwise specifically provided by statute or by the constitution. In the exercise of its original jurisdiction, the
Supreme Court may issue writs of habeas corpus, mandamus, quo warrant to, certiorari, and injunction, and may
exercise its original jurisdiction only in habeas corpus cases and in cases of strictly public concern involving
questions affecting the sovereign rights of the state or its franchises or privileges. In the exercise of its appellate
jurisdiction and in its superintending control over inferior courts, the Supreme Court may issue such original and
remedial writs as are necessary to the proper exercise of such jurisdiction.

NORTH DAKOTA STATE FINANCES

State Fund Structure; Accounting Basis

The State maintains a general fund for the receipt of all unrestricted tax revenues from which the State appropriates
moneys for the activities of the State. The State also maintains several hundred special funds (including trust funds)
for tax revenues and federal revenues received by the State which are restricted as to use.

The State operates a statewide accounting and management information system. This system is an accrual system
capable of providing information for preparation of statewide financial statements in accordance with generally
accepted accounting principles (“GAAP”) for governmental units. The system maintains general ledger accounts
for all of the State’s funds and also for the GAAP funds and account groups as recommended by the Governmental
Accounting Standards Board. The Office of Management and Budget has been statutorily mandated to prepare
annual statewide financial statements. The comprehensive annual financial report of the State for fiscal year 2000 is
attached as Appendix C.

Budget Procedures

The focus of North Dakota’s budget format and process is on programs. The budget includes spending requests for
general funds, federal funds and other state-appropriated revenues. State agencies submit their budget requests on a
biennial basis to the Office of Management and Budget based on guidelines that are published by the Office of
Management and Budget to assist in preparation. State agencies have complete discretion in the formulation of their
budget requests. The agency director makes the final determination regarding overall formulation of the budget
request. Once the budget request is submitted to OMB, a budget hearing is held for further clarification of
budgetary data and discussion of outstanding issues and policy.



The Governor presents the executive budget to the Legislative Assembly for its consideration. The Legislative
Assembly then makes changes to the executive budget in the course of its deliberations.

In addition, the Governor presents a capital budget recommendation separate from operating budget
recommendations to the Legislature. Key components in the decision to prepare a formalized capital budget
included statewide concerns of possible deferred building maintenance and the lack of long-term planning for new
construction.

Non-Legislative Powers to Control Expenditures from Appropriations

By statute, the Director of the Office of Management and Budget exercises continual control over the execution of
the budget affecting the departments and agencies of the executive branch of the State government. This control
entails the analysis and approval of all commitments for conformity with the program provided in the budget,
frequent comparison of actual revenues and budget estimates, and, on the basis of these analyses and comparisons,
control of the rate of expenditures through a system of allotments. The allotment must be made by specific fund and
all departments and agencies that receive moneys from that fund must be allotted moneys on a uniform percentage
basis except that appropriation to the Department of Public Instruction for foundation aid, transportation aid and
special education aid may only be allotted to the extent that the allotment can be offset by transfers from the
foundation aid stabilization fund. Before an allotment is made which will reduce the amount of funds which can be
disbursed pursuant to an appropriation or before an allotment disallowing a specific expenditure is made, the
Director must find one or more of the following circumstances to exist:

1. The moneys and estimated revenues in a specific fund from which the appropriation is made are insufficient to
meet all legislative appropriations from the fund.

2. The payment or the obligation incurred is not authorized by law.

3. The expenditure or obligation is contrary to legislative intent as recorded in any reliable legislative records,
including:

a. Statements of legislative intent expressed in enacted appropriation measures or other measures enacted by
the Legislative Assembly; and

b. Statements of purpose of amendment explaining amendments to enacted appropriation measures, as
recorded in the journals of the Legislative Assembly.

4. Circumstances or availability of facts not previously known or foreseen by the Legislative Assembly which
make possible the accomplishment of the purpose of the appropriation at a lesser amount than that appropriated.

The foregoing allotment system applies to the various funds maintained by the State and the departments and
agencies which receive moneys from such funds. Except for certain appropriations to the Department of Public
Instruction, any reduction in expenditures from appropriations is required to be on a uniform percentage basis
among the departments and agencies that draw on any particular fund. The allotments are also subject to objection
by the Budget Section of the Legislative Council.

A percentage reduction in the moneys available from any affected fund to any department, agency or institution in
all three branches of the State government may also occur as a result of an initiated or referendum action pursuant to
Article I1I of the Constitution of North Dakota.



Financial Controls

The State has financial controls over the appropriation and expenditure of funds. No moneys can be spent in excess
of appropriations or without a cash balance in the particular fund from which the expenditure is to be made. In
addition, by statute, no State institution, department, board, commission or bureau may disburse more than 75% of
the operating and salary appropriations made by the Legislative Assembly for the biennium during the first eighteen
months of the biennium. Under certain circumstances, an exception to this limitation may be authorized except for
salaries and wages. The State’s financial control is centered in the Office of Management and Budget, including
pre-audit of claims. The post-audit function is carried out by the State Auditor, an elected official.

In order to meet the cash flow needs of State government, the Office of Management and Budget may issue
certificates, notes or bonds in anticipation of revenue to special funds on deposit in the State Treasury. Any such
borrowing must be approved by the Emergency Commission and be utilized for cash flow financing only and not to
offset any projected deficits in State finances unless first approved by the Budget Section of the Legislative Council.
The terms of any such issue may not exceed 180 days from the date of issuance, with principal and interest paid in
full from the State general fund by the close of the biennium.

(The remainder of this page has been left blank intentionally.)



REVENUES AND EXPENDITURES OF NORTH DAKOTA

The following table sets forth a five-year analysis of the State’s General Fund revenues and expenditures as of the

end of each of the past five fiscal years.

Five-Year Analysis of General Fund Revenues and Expenditures

Revenues

Taxes

Licenses & Permits
Intergovernmental

Sales and Services

Royalties and Rents

Fines and Forfeits

Interest and Investment Income
Miscellaneous

TOTAL REVENUES
Expenditures

General Government

Education

Health and Human Services

Regulatory

Public Safety

Agriculture and Economic
Development

Natural Resources

Highways

Interest and Other Charges

TOTAL EXPENDITURES

Other Financing Sources (Uses)

Fiscal Year End June 30

Operating Transfers In
Operating Transfers Out

Operating Transfers to Component

Units
Other

Total Other Financing Sources (Uses)

Revenues and Other Sources Over

Expenditures and Other Uses

Beginning Cash Balance
Other Transfers in (Out)

FUND BALANCE - END OF YEAR

1996

$ 629,193,090

1997

$ 646,167,720

1998

$ 705,385,031

1999

§$ 684,654,913

2000

$ 734,974,065

7,491,178 7,550,901 9,130,177 8,657,036 11,317,453
340,154 323,609 244,980 314,659 164,095
1,431,072 1,585,748 1,603,631 1,606,971 1,408,547
2,846,928 4,519,976 5,481,495 3,222,016 4,451,445
1,910,289 2,283,862 2,538,787 2,234,407 1,664,005
5,098,467 6,275,829 6,456,854 7,060,830 7,511,546
224,513 232,654 306,138 53,764 1,664.074

$ 648,535,691 $ 668,940,099 $731,147,093  $ 707,804,596 $ 763,155,230
$ 45,389,315 $ 52,349,646 $ 48,943,272 $ 63,584,503 $ 51,857,281
247,719,473 254,472,214 269,078,165 270,305,831 288,446,110
151,836,882 160,549,472 167,143,804 183,052,329 166,163,619
4,852,229 5,195,620 5,509,119 5,399,367 5,909,924
21,154,083 24,087,054 27,972,292 31,695,743 44,230,789
5,034,103 5,053,026 5,107,912 5,801,158 5,399,415
10,727,156 10,729,463 11,242,861 12,973,132 12,507,337

-- 2,969,065 -- 140,500 263,872

-- 147.866 -- -- --

$ 486,713,241

$515,553,426

$ 534,997,425

$ 572,952,563

§$ 574,778,347

$ 22,582,212 $ 5174452 $ 37,442.899 $ 11,695,796 $ 33,460,525
(157,118,917) (167,640,325)  (204,932,308)  (200,007,664) (194,061,401)
(3,455,982) 2,969,065 (1,204,936) (1,204,936) (375,000)

76.919 13.363 76.759 7.448 5.606
$(137.915.768)  $(159.483.445) $(168.617,586) $(189,509.356)  $(160,970,270)

23,906,682 (6,096,772) 27,532,082 (54,657,323) 27,406,613

97,211,779 121,118,461 115,021,689 142,553,771 87,896,448

$ 121,118,461 $ 115,021,689 $142,553.771  $_87.896.448 $ 115,303,061

Source: Office of Management and Budget.



Analysis of General Fund Balances

The following table sets forth the cash balances (General Fund only) as of the end of each quarter, Fiscal Year 1996
through the third quarter of Fiscal Year 2001 (dollars in millions).

Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal
Quarter 1996 1997 1998 1999 2000 2001
First $31.10 $19.5? $66.7 $94.30 $45.40 $50.8
Second 2.9 36.6 26.6 63.3 21.10 10.1
Third 8.6 47.50 23.6 60.3" 15.2 324
Fourth 22,70 66.4 76.5 66.0 43.0

1

Totals include up to $60 million of borrowing from other funds as authorized by law.
2

Totals include up to $30 million of borrowing from other funds as authorized by law.

Source:  Office of Management and Budget.

Analysis of Total State End of Biennium Balances

The following table sets forth the results of the financial operations of the State (including both General Fund and
special fund revenues and expenditures) for the biennium periods 1991 to 1993, 1993 to 1995, 1995 to 1997 and
1997 to 1999.

1991-93 1993-95 1995-97 1997-99
Cash Balance Beginning July 1~ $§ 178,927,667 $ 131,779,342 $ 170,958,855 $ 210,872,624
Collections 3,771,350,919 3,923,059,395 4,283,926,637 4,781,013,805
Transfer from Other Funds 0 0 0 0
Disbursements (3,818,499,244) (3,883,879,882) (4,244,012,868) (4,770,191,532)
Transfer to Other Funds 0 0 0 0
Cash Balance Ending June 30 $ 131,779,342 $ 170,958,855 $ 210,872,624 $ 221,694,897

Source: Biennial Reports of the State of North Dakota, Office of the Treasurer; July 1, 1991 to June 30, 1993; July 1, 1993 to
June 30, 1995; July 1, 1995 to June 30, 1997; and July 1, 1997 to June 30, 1999.

(The remainder of this page has been left blank intentionally.)
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1999-2001 General Fund Appropriations

2001-2003 General Fund Appropriations

Source:

Purpose

General Government
Education:
Public Institutions and Other
Higher Education

Health and Human Services
Regulatory

Public Safety
Agricultural, Economic Development,
Extension and Research:
Extension and Research
Other Agricultural and Economic
Development
Natural Resources
Miscellaneous

TOTAL

Purpose

General Government
Education:
Public Institutions and Other
Higher Education

Health and Human Services
Regulatory

Public Safety
Agricultural, Economic Development,
Extension and Research:
Extension and Research
Other Agricultural and Economic
Development
Natural Resources

TOTAL

Office of Management and Budget.

A-7

$569,948,811
328,813,637

47,125,156

12,825,151

$596,357,697
366,953,836

51,742,895

22,826,683

Appropriation

$117,789,702
898,762,448

366,459,182
35,045,443

84,403,147
59,950,307

27,087,496
4,540,813

$1,594,038,538

Appropriation

$ 159,825,655
963,311,533

390,302,863
22,240,849

111,181,566
74,569,578

25,551,669
$1.746,983,713



Sources of General Fund Revenues

Actual collections for the General Fund portion of State revenues for the 1995-97 and 1997-99 biennia and the
State’s revised forecasted revenue projections for the 1999-2001and 2001-2003 biennia are shown below.

Revenue Source

Sales and Use Tax

Motor Vehicle

Individual Income Tax
Corporate Income Tax
Business Privilege Tax
Cigarette and Tobacco Tax
Oil and Gas Production Tax
Oil Extraction Tax

Coal Severance Tax

Coal Conversion Tax
Insurance Premium Tax
Wholesale Liquor Tax
Gaming Tax

Departmental Collections
Interest Income

Mineral Leasing Fees

Bank of North Dakota Transfers

State Mill Transfers

Student Loan Trust Fund Transfers

Gas Tax Administration
Other Transfers"

Total

1995-1997 1997-1999 Revised
Actual Actual 1999-2001 2001-2003
Collections Collections Forecast Forecast
$ 517,328,105 $ 569,501,827 $ 616,840,047 $ 643,705,000
88,142,913 94,863,089 109,998,958 113,531,000
315,516,252 358,287,825 402,767,325 450,847,000
99,347,937 123,420,219 94,220,001 104,439,000
3,854,132 6,494,162 4,782,211 4,800,000
45,030,090 44,091,170 41,692,734 38,796,000
33,042,320 26,973,613 38,433,430 38,431,000
21,987,655 16,703,114 23,566,570 23,569,000
22,245,267 22,596,137 22,437,459 0
24,064,781 23,786,790 25,518,737 48,670,000
36,968,670 33,133,216 39,260,916 39,896,000
10,339,078 11,140,328 10,857,646 10,540,543
22,848,486 22,801,868 27,046,000 20,403,000
28,737,207 32,997,069 42,501,898 48,977,350
15,554,914 19,013,889 20,382,000 21,011,000
5,629,526 7,257,989 7,896,523 6,757,500
50,214,540 29,600,000 50,000,000 60,000,000
1,000,000 3,000,000 3,000,000 6,000,000
0 0 0 9,000,000
1,071,878 1,128,872 1,380,608 1,363,392
38,445,224 36,713,873 5.142.859 15,578,922

$1,381,368,975

$1,483,505,050

$1,587,725,922

$1,706,315,707

M Other transfers for the 1993-95 biennium consist of $21,980,000 from the State Aid Distribution Fund, $12,000,000
from the Fire and Tornado Fund, $5,000,000 from the sale of school construction bonds, $2,500,000 from the State
Bonding Fund, $2,500,000 from the Lands and Minerals Trust Fund, $565,188 from the Capital Construction Fund,
$229,000 from the Pay Equity Fund and $5,290,976 from other miscellaneous funds. Other transfers for the 1995-97
biennium consist of $35,444,748 from the State Aid Distribution Fund, $2,000,000 from the Lands and Minerals Trust
Fund and $1,000,476 from other miscellaneous funds. Other transfers for the 1997-99 biennium include $28,016,830
from the State Aid Distribution Fund and $5,500,000 from the Land and Minerals Trust Fund. Other transfers for the
1999-2001 biennium include $3,000,000 from Land & Minerals Trust Fund, $1,500,000 from the PERS Life Insurance
Fund, $200,000 from the Financial Institutions Regulatory Fund and $442,859 from miscellaneous sources. Other
transfers estimated for the 2001-03 biennium include $3,545,102 from the Land and Minerals Trust Fund, $300,000

from the Financial Institutions Regulatory Fund and $9,733,820 from the Water Development Trust Fund.

Source: Office of Management and Budget.
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Sources of Total State Appropriations

A comparison of the sources for the total appropriations made for the 1995-97, 1997-99, 1999-01 and 2001-03
biennia is presented below:

1995-1997 1997-1999 1999-2001 2001-2003
Legislative Legislative Legislative Legislative
Appropriation Appropriation Appropriation Appropriation
General Fund $1,346,990,260 $1,489,240,087 $1,594,038,538 $1,746,983,713
Special Funds 2.244.169.894 2.485.367.317 3.215,299.301 3.022.696.983
Total $3,591,160,154 $3,974,607,404 $4,809,337,839 $4.769,680,696
Tax Structure

The State general fund receives the major share of its revenues from the following six taxes:

Sales and Use Tax. North Dakota currently imposes a State retail tax of 5% on the purchase price of most
commodities, with food being the most notable exception. A 7% sales tax is levied upon retail sales of all alcoholic
beverages. New farm machinery, irrigation equipment, new mobile homes and the purchase of qualifying
manufacturing equipment are subject to a sales and use tax of 3%. The tax is collected by businesses and remitted
to the State.

The history for sales and use tax rates during the past ten years is as follows:

1991 Session reduced the rate on natural gas from 5% as follows: 4% effective January 1, 1993; 3%
effective January 1, 1994; and 2% effective January 1, 1995. Effective July 1, 1991, the 3% rate has been
eliminated on manufacturing or processing machinery and equipment used by new or expanding
manufacturers or agricultural processors.

1993 Session clarified and expanded the exemption for manufacturing machinery and equipment to include
recycling machinery and equipment. Performances of community non-profit music or dramatic arts
organizations held in a public facility were exempted. Items purchased by political subdivisions of another
state were made taxable if the other state also taxes the items. A new highway contract privilege tax was
established at 5% of the gross contract amount.

1994 Special Session broadened the qualifications for the manufacturing and equipment exemption to
include machinery and equipment used primarily in the manufacturing operation from receipt of raw
materials to any process before final transportation from the site. The exemption was expanded to include
research and development equipment. A new exemption was created for materials used to construct an
agricultural processing facility.

1995 Session redefined the application of sales and use tax on the sale and installation of carpet and drapes.
The sale and installation of carpet, draperies or drapery hardware will always constitute a construction
contract. The expiration provision for the sales and use tax exemption for recycling machinery and
equipment was removed. The solid waste management surcharge was repealed effective July 1, 1995. The
controlled substance tax was repealed effective July 1, 1995. The definition of a retail sale was amended to
include tire retreading.

1997 Session enacted legislation enabling the Tax Commissioner to accept the filing of a sales tax return
electronically.
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1999 Session enacted legislation reducing the sales and use tax rate on used farm machinery and repair
parts from three percent to one and one-half percent from May 1, 1999 through June 30, 2001. This is
expected to impact General Fund revenues by approximately $4.471 million during the 1999-2001
biennium. Also enacted by the 1999 Legislature was the Renaissance Zone Act. The provisions of this
legislation include income and property tax exemptions in addition to income and financial institutions tax
credits. At this time there is no estimate on the impact to the General Fund for exemptions for tax credits
provided in this legislation.

2001 Session enacted legislation that continued the one and one-half percent sales tax rate on used farm
machinery and repair parts through June 30, 2002. Beginning July 1, 2002, sales of used farm machinery
and repair parts will be exempt from sales tax.

Individual Income Tax. A tax on income (defined as federal taxable income with adjustments) is imposed upon
individuals and fiduciaries. The 2001 rates and brackets for married taxpayers filing joint return are as follows:

2001
Up to $45,200 Computed at 2.10%
$45,200 to $109,250 $949.20 plus 3.92% of excess over $45,200
$109,250 to $166,500 $3,459.96 plus 4.34% of excess over $109,250
$166,500 to $297,350 $5,944.61 plus 5.04% of excess over $166,500
Over $297,350 $12,539.45 plus 5.54% of excess over $297,350

The same rates apply on different income brackets for taxpayers with filing statuses of single, married filing
separately, or head of household. The income brackets are adjusted annually for inflation.

Individual income taxpayers have the option of using a long-form method of computing their state income tax
liability. This method allows several deductions and tax credits not available on the standard form. The long form
rates, imposed on federal taxable income with adjustments, range from 2.67% on income up to $3,000 to 12.00% on
income in excess of $50,000. As these rates are substantially higher than those on the standard form, only 3% of all
taxpayers file the long form.

Corporate Income Tax. All corporations doing business in the State are subject to a tax on the amount of net
income derived from business done in the State. The current rates are as follows:

Up to $3,000 Computed at 3%

$3,000 to $8,000 $90 plus 4.5% of excess over $3,000
$8,000 to $20,000 $315 plus 6.0% of excess over $8,000
$20,000 to $30,000 $1,035 plus 7.5% of excess over $20,000
$30,000 to $50,000 $1,785 plus 9.0% of excess over $30,000
Over $50,000 $3,585 plus 10.5% of excess over $50,000

Oil Extraction Tax. The State imposes a 6.5% tax on the value (or selling price) of oil at the wellhead. This tax
applies only to oil and not natural gas. New wells drilled after April 27, 1987 receive a 15-month holiday from this
tax, and a subsequent reduction in the rate from 6.5% to 4%. In addition, a one-year exemption is available after a
well has undergone a qualifying workover. The revenues from this tax are distributed 60% to the General Fund,
20% as provided in Article X, Section 24 of the North Dakota Constitution, and 20% to a resources trust fund. The
Oil Extraction Tax went into effect January 1, 1981. Effective July 1, 1991, the Legislature expanded oil extraction
tax incentives. Effective July 1, 1993, the Legislature loosened the definition of a qualifying workover project.
Effective July 1, 1995, the Legislature again expanded oil exploration tax incentives.

Oil and Gas Production Tax. The State imposes a tax on oil and gas production at a rate equal to 5% of gross well
value, payable on a monthly basis. Effective July 1, 1991, instead of gas being taxed at 5% of gross value at the
well it will be taxed at four cents per non exempt mef of gas produced. This rate will be adjusted annually to follow
fluctuations in gas value by using the yearly producer price index for gas fuels.
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Cigarette and Tobacco Products Tax. A tax of 44 cents per package is imposed on cigarettes with 41 cents per
package going to the State General Fund and 3 cents to cities on a population basis. A tax equal to 28% of the
wholesale price of other tobacco products is collected and distributed to the General Fund.

Below are descriptions of other major taxes and fees in North Dakota:

Alcohol and Beverage Tax. This tax is imposed on the wholesalers of alcoholic beverages for the privilege of doing
business in the State. The tax is based on gallonage sold by wholesalers in the following amounts:

Beer sold in bulk containers $0.08/gallon
Beer sold in bottles, cans $0.16/gallon
Wine with less than 17% alcohol $0.50/gallon
Wine with between 17% and 24% alcohol $0.60/gallon
Sparkling wines $1.00/gallon
Distilled spirits $2.50/gallon
Straight distilled alcohol $4.05/gallon

Financial Institutions Tax. All financial institutions are required to file and pay a 7% tax on taxable income, in lieu
of all other income taxes.

Coal Conversion Facilities Tax. Electrical generating plants which use coal and have a single generating unit with
the capacity of 10,000 kilowatts or more (effective January 1, 2002) are taxed at a rate equal to 0.65 mill times 60%
of installed capacity times the number of hours in the taxable period plus 0.25 mill per kilowatt hour of electricity
produced for sale. This tax is in lieu of all ad valorem taxes except on land. Other energy installations which are
subject to the coal conversion facilities tax include, but are not limited to, coal gasification plants, coal liquefaction
plants and plants for the manufacture of fertilizer and other products, which use or are designed to use over 500,000
tons of coal per year. These types of plants pay a tax of 4.1% of gross receipts, or in the case of coal gasification
plants, either 4.1% of gross receipts or $.135 per 1,000 cubic feet of gas produced for sale, whichever is greater. A
plant which is designed for coal benefication is taxed at the rate of $.20 on each ton of beneficiated coal produced
for sale or 1.25% of gross receipts, whichever is greater. This tax is collected on a monthly basis. A newly
constructed coal conversion facility is exempt from the State’s share of the coal conversion tax for five years and
may be exempted from all or part of the county’s share by resolution of the county commissioners.

Coal Severance Tax. This tax applies to coal severed from the ground for sale or for industrial purposes. Effective
July 1, 2001, there is a $0.375 per ton tax with an additional $.02 per ton to be deposited into the Lignite Research
Fund.

Estate Tax. North Dakota’s estate tax is entirely contingent on credits which the federal government allows on
federal estate taxes. Specifically, the federal government allows a credit for State estate taxes paid, a credit which is
applied against the federal estate tax. North Dakota law now provides that its State estate tax will be equal to, but
no more than, the credit allowed on federal estate tax returns.

Gaming Tax. A gaming tax is levied on the total adjusted gross proceeds from games of chance conducted by
various licensed organizations. The tax rate is 5% for the first $200,000 of adjusted gross proceeds, increasing to a
maximum rate of 20% for adjusted gross proceeds in excess of $600,000. In addition, a 4.5% excise tax is imposed
on gross proceeds from pull tabs. In a special election held on December 6, 1989, a measure authorizing and
regulating the use of electronic video gaming devices was defeated.

Insurance Premium Tax. This tax is on the gross amount of premiums, assessments, membership fees, subscriber
fees, policy fees and finance and service charges received in North Dakota by any insurance company doing
business in the State. The tax is imposed in an amount of 2% of life insurance, 1.75% with respect to accident and
sickness insurance and 1.75% on all other lines of insurance, excluding annuity considerations.




Mineral Leasing Fees. This fee represents the money the State receives for the lease of the State’s mineral interests.
As of June 30, 1999, the State had rights to approximately 2.5 million acres, of which approximately 18.7% was
under lease.

Motor Vehicle Fuels Tax. North Dakota generally imposes a tax of 21 cents per gallon on all sales of motor vehicle
fuels. The State also imposes a special fuels tax on certain other motor fuels, primarily diesel fuel. The special
fuels tax is 21 cents per gallon if the fuel is for use in licensed vehicles or if it is sold to public contractors
performing public-funded contracts. If the special fuels are sold for heating, agricultural, railroad or privately
funded industrial purposes, the special fuels tax is 2% of the purchase price of these fuels. The 1995 Legislature
enacted provisions for up to two cents additional tax on motor fuels and special fuels, dependent upon the
availability of federal highway matching funds. The 1997 Legislature continued the two cent tax through December
31, 1999. The 1999 Legislature established the motor fuels tax at 21 cents per gallon a decrease of one cent per
gallon.

The Legislature has established statutory limitations on the amount of general fund revenues that will be made
available for lease payments during a biennium, tying the limitation to a percentage of a portion of the net sales, use,
and motor vehicle excise tax collections during a biennium. In 1995 the Legislature set the limitation at no more
than 11% of that portion of the sales, use and motor vehicle excise taxes representing collections from one cent of
the five cent (per dollar) sales, use, and motor vehicle excise taxes. In 1997 the Legislature reduced the percentage
limitation from 11% to 10% of that portion of the sales, use, and motor vehicle excise taxes representing collections
from one cent of the five cent (per dollar) sales, use, and motor vehicle excise taxes. The percentage limitation
remains at 10% currently. (Because these limitations are statutory, the Legislature is free to alter or even eliminate
such limitations in future sessions.)

NORTH DAKOTA STATE TAX DEPARTMENT
NET COLLECTIONS
FOR THE FISCAL YEARS ENDED JUNE 30, 1996 TO 2000

TAX TYPE FY 1996 FY 1997 FY 1998 FY 1999 FY 2000

Sales and Use Taxes'" $329,134,893  $358,900,354  $363,095,256  $383,173.850  $390,332,981
Oil Extraction Tax 16,467,484 19,079,936 15,328,212 12,074,588 22,033,670
Gross Production Tax 26,905,996 34,772,117 29,521,309 22,705,995 38,464,671
Motor Fuels Taxes 96,044,324 103,727,317 105,131,399 103,050,448 111,937,585
Individual Income Tax 152,087,864 163,732,247  177,904251 181,389,034 198,287,830
Corporation Income Tax 49,047,417 50,300,520 65,543,025 57,877,194 47,528,001
Coal Taxes® 37,908,208 37,641,659 37,257,693 38,274,528 38,959,421
All Other Taxes and Fees® 75,554,176 82.364.267 86.067.863 106.892.031 109.509.989
Total Net Collections $783,150,362  $850,518.417 $879,849,008 $905,437,668 $957,054,148

M ncludes sales and use tax, motor vehicle excise tax and State Aid Distribution Fund.

2 . [ ..
@ TIncludes coal severance tax and coal conversion facilities privilege tax.

@ Includes cigarette tax, tobacco tax, estate tax, business and corporation privilege tax, financial institutions tax,
telecommunications tax, transmission lines tax, city sales tax, city lodging tax, music and composition tax, sales and use tax
and motor fuel tax cash bonds, motor fuel license fees, solid waste management fees, centennial tree contributions, organ
transplant support contributions, drug tax, city restaurant and lodging, nongame wildlife contributions, and miscellaneous
remittances.

Source: Comparative Statement of Collections, North Dakota State Tax Department.



NORTH DAKOTA STATE INDEBTEDNESS

Authorization and Debt Limits

Article X, Section 13 of the North Dakota Constitution provides that:

“The state may issue or guarantee the payment of bonds, provided that all bonds in excess of two million
dollars shall be secured by first mortgage upon real estate in amounts not to exceed sixty-five percent of its
value; or upon real and personal property of state-owned utilities, enterprises or industries, in amounts not
exceeding its value, and provided further, that the State shall not issue or guarantee bonds upon property of
state-owned utilities, enterprises or industries in excess of ten million dollars.

No further indebtedness shall be incurred by the state unless evidenced by a bond issue, which shall be
authorized by law for certain purposes, to be clearly defined. Every law authorizing a bond issue shall
provide for levying an annual tax, or make other provision, sufficient to pay the interest semiannually, and
the principal within thirty years from the date of the issue of such bonds and shall specially appropriate the
proceeds of such tax, or of such other provisions to the payment of said principal and interest, and such
appropriation shall not be repealed nor the tax or other provisions discontinued until such debt, both
principal and interest, shall have been paid. No debt in excess of the limit named herein shall be incurred
except for the purpose of repelling invasion, suppressing insurrection, defending the State in time of war or
to provide for the public defense in case of threatened hostilities.”

The State currently has no general obligation debt outstanding.

Previous North Dakota Building Authority Financings

The Industrial Commission of North Dakota acting as the North Dakota Building Authority previously issued and

has outstanding as of December 31, 2000, Lease Revenue Bonds as follows:

1991 Series A:

6.30% Serial Bonds, due June 1, 2001 $ 730,000
1993 Series A:

5.25% to 5.90% Serial Bonds, due June 1, 2001-2007 14,615,000

6.00% Term Bonds, due June 1, 2010 8,270,000
1993 Series B:

4.70% to 5.40% Serial Bonds, due August 15, 2001-2008 5,895,000

5.45% Term Bonds, due August 15, 2011 2,830,000

5.50% Term Bonds, due August 15, 2014 3,370,000
1995 Series A:

5.00% to 6.10% Serial Bonds, due December 1, 2001-2016 15,865,000
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1998 Series A:

4.40% to 5.125% Serial Bonds, due December 1, 2001-2013 $ 4,920,000

5.125% Term Bonds, due December 1, 2018 2,910,000
1998 Series B:

4.50% to 5.00% Serial Bonds, due December 1, 2001-2010 11,255,000
1998 Series C:

3.65% to 4.35% Serial Bonds, due December 1, 2001-2009 2,870,000
2000 Series A:

5.125% to 5.60% Serial Bonds, due December 1, 2001-2019 4,430,000
Total Outstanding (Excluding the Bonds) $77,960,000

The 1991 Bonds were issued to advance refund the then outstanding 1986 Bonds, which were issued for the
purpose of current refunding certain bond anticipation notes that were sold to provide interim financing for the
acquisition, construction and equipping of the State Penitentiary in Bismarck, the State Hospital in Jamestown and
the Developmental Center at Grafton. A portion of the 1998B Bonds were used to advance refund and defease the
June 1, 2002 to 2011 maturities, totaling $9,495,000, of the 1991 Bonds.

The 1993A Bonds were issued to advance refund and defease all outstanding maturities of the then outstanding
1990 Bonds (Series A, B and C) which were issued to finance the cost of the acquisition, construction of
improvements and renovations of State facilities located on the campuses of the State Board of Higher Education,
the State Penitentiary and the North Dakota Veterans’ Home. The 1990 Bonds were called on June 1, 2000 at a
price of par and in the amount of $23,780,000. The total par amount of bonds refunded and defeased is
$31,845,000.

The 1993B Bonds were issued to finance the acquisition or construction of a replacement facility for Job Service
North Dakota, various capital construction projects (including handicapped access and renovation of the Memorial
Library at Minot State University) and prepayments of special assessments of the State Board of Higher Education,
demolition, renovation and asbestos removal at Dakota Hall of the Youth Correctional Center of the Department of
Corrections and Rehabilitation, and for construction of an armory and other renovation projects for the North
Dakota National Guard.

The 1995A Bonds were issued to finance capital construction projects located on various campuses of the State
Board of Higher Education.

The 1998A Bonds were issued to finance the acquisition, construction, improvement or equipping of certain
facilities for the State Board of Higher Education and the Department of Corrections and Rehabilitation.

A portion of the 1998B Bonds were issued to advance refund the callable maturities, June 1, 2002 through 2011, of
the outstanding 1991 Series A Bonds. The 1991 Bonds will be called on June 1, 2001 at a price of par and in the
amount of $9,495,000. The remainder of the 1998B Bonds were issued to advance refund the callable maturities,
August 15, 2001 through 2007, of the outstanding 1992 Series A Bonds. The 1992 Bonds were called on August
15, 2000 at a price of par and in the amount of $1,755,000.

The 1998C Bonds were issued to finance a portion of the renovation and addition to the Ed James Wing of the
medical school at the University of North Dakota for the State Board of Higher Education.

The 2000A Bonds were issued to finance a portion of the construction an Animal Research Facility at North Dakota
State University for the State Board of Higher Education and to fund a portion of the renovation of the Pine Cottage
at the North Dakota Youth Correctional Center for the Department of Corrections and Rehabilitation.



Building Authority bonds do not constitute an obligation of the State within the meaning of any constitutional or
statutory provision. All of the Building Authority bonds listed above were issued under separate indentures of trust
and are not on a parity with each other.

Revenue Debt
The State and certain State-created entities have the authority to incur debt supported by revenues derived from the

assets of the various programs financed by such indebtedness. Only the Municipal Bond Bank Bonds listed below
include a moral obligation provision. Such outstanding debt as of December 31, 2000 is shown below:

Outstanding
State of North Dakota Student Loan Revenue Bonds $ 217,586,000
North Dakota Municipal Bond Bank Bonds'" 145,705,000
North Dakota Housing Revenue Bonds, including accreted value 811,799,000
Board of Higher Education 53,477,000
North Dakota State Water Commission® 40,000,000
Lignite Bonds® 5,400,000
Total $1.273.967.000

(D" Section 6-09.4-10 of the North Dakota Municipal Bond Bank Act provides that in order to assure the maintenance of the

required Debt Service Reserve in the Reserve Fund, if a reserve is required or implemented under or by the Act, there shall
be appropriated by the Legislative Assembly and paid to the Bond Bank for deposit in said Fund, such sum, if any, as shall
be certified by the Industrial Commission, as necessary to restore said Fund to an amount equal to the Required Debt
Service Reserve.
@ A portion of the outstanding North Dakota State Water Commission Bonds and the Lignite Bonds are supported by biennial
legislative appropriations from special funds and not from revenues as set out above.

NORTH DAKOTA ECONOMY

General

North Dakota lies in the central portion of the Northern Plains with a land area of 70,665 square miles. Elevation in
the northeast corner of the State is 750 feet above sea level and in the southwest corner of the State is 3,506 feet.

In the east, the Red River Valley is flat with fertile soil, and particularly suited to agricultural activity. Gently
rolling hills characterize the glaciated plains in the central area of the State and west of this area is the Missouri
Plateau.

With an average growing season of 120 days, relatively low growing season temperatures and an average growing

season rainfall of 13 inches, North Dakota’s climate is particularly conducive to the growing of grains. The premier
farming area is located in the eastern part of the State, gradually displaced by ranching toward the west.
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Agriculture

North Dakota’s economy is dependent upon the well-being of agriculture. Agriculture is the state’s chief source of
revenue and composes one-third of the state’s economic base (excluding federal activity). Crops make up two-
thirds of the State’s annual agricultural productivity; livestock makes up the rest.

Cash receipts for 1999 from the marketing of crops and livestock in the State totaled over $2.8 billion, as compared
to $2.9 billion in 1998. Each dollar produced by agriculture turns over an additional three to four dollars of revenue
in the business sector.

Historically, wheat has been the single most important source of agricultural income in North Dakota, and
accounted for 19.5% of the total cash receipts in 1999. Cattle and calves ranked third, with 12.3% of the total and
government payments ranked first with 25.5% of the total.

Agricultural exports totaled $917.9 million in 1999 with wheat and wheat products accounting for 30.5% of the
total. Sunflower seed and oil were the second most exported commodities in the State, followed by soybeans and
products.

Below is a table which lists the major crops of North Dakota in 1999, the State’s rank in national production of each
of these crops, and the percentage of the national production of each of these crops that is grown in North Dakota.

State of North Dakota
Major Crop Production 1999
Rank in Percent of U.S.
Crop Nation Production
All Wheat 2n 11%
Durum Wheat I 72%
Spring Wheat 1* 33%
Barley 1 21%
Flaxseed I 87%
All Sunflower I 43%
Sunflower, Oil I 40%
Sunflower, Non-Oil I 55%
All Dry Edible Beans 1 25%
Pinto Beans I 45%
Navy Beans 2 35%
Rye I 14%
Sugar Beets P 15%
Oats 3¢ 12%
Potatoes 6" 6%
All Hay 10" 3%
All Other Hay 9t 3%
Alfalfa Hay and Mixtures 12* 4%
Corn for Silage 22M 1%
Corn for Grain 15% 1%
Honey 2 13%
Total Acreage of Principal Crops Harvested 6" 6%

Source: North Dakota Agricultural Statistics Service.
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North Dakota 1999 Cash Receipts From Crops and Livestock ($000)

Rank Among All
Receipts States
Crops $2,138,454 13
Livestock 647,425 38"
Total Crops & Livestock $2,785,879 28"
Government Payments 951,581 7t
TOTAL $3,737,460
Five Leading Commodities'"”
Wheat $728,253
Cattle/Calves 461,132
Sunflower 238,477
Soybeans 208,585
Sugarbeets 181,885

M Receipts data in dollars are for 1999, the latest year for which data is available.

Source: North Dakota Agricultural Statistics and U.S. Department of Agriculture.

North Dakota Net Income Per Farm

Year Amount
1998 $24,049
1997 4,069
1996 33,244
1995 12,735
1994 26,548

Source: North Dakota Agricultural Statistics.

Energy and Mineral Resources

Commodities commercially produced in North Dakota include oil and gas, lignite, leonardite, sand and gravel, and
clay.

Oil and gas have been produced in 19 counties from an estimated 934 separate pools that have been discovered in
North Dakota since 1951. North Dakota’s crude oil production reached its first peak in 1966 at 27 million barrels,
then declined to 19.6 million barrels in 1974. An exploration boom began in the late 1970’s, triggered by higher
crude oil prices, a high success ratio for wildcat wells, and significant new discoveries such as Little Knife Field in
1976. Drilling peaked in 1981, with annual crude oil production reaching its all-time peak in 1984 at 52.7 million
barrels.

The downward slide in crude oil production that began in 1985 continued through 1994, when production hit its
lowest point since 1979. Production in 1994 was 27.6 million barrels with a daily average of 75,826 barrels.
Exploration for new oil and production of existing resources continued to lag through much of the 1990’s, a result
of low crude oil prices, but production has risen to its current level of 85,013 barrels/day in April, 2001 as a result
of increasing horizontal drilling activity. North Dakota remains the nation’s 9th ranking oil-producing state.

Lignite coal is the only rank of coal found in North Dakota in economic amounts. It underlies much of the western
two-thirds of the state. Lignite is a “low-rank” coal, meaning it has been altered only slightly by heat and pressure,
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is still relatively soft, and has a relatively low heat value. Lignite is generally high in moisture content and volatile
matter. North Dakota lignite has a low sulfur content (generally less than one percent) and a low ash content.

Twenty-one North Dakota counties have strippable lignite reserves. The North Dakota Geological Survey estimates
total strippable reserves of lignite at about 26 billion tons. This represents more than 60% of the recoverable lignite
in the United States.

The earliest recorded economic production of lignite in North Dakota is for the year 1884, but small quantities had
been mined for domestic use prior to that time. Production increased steadily, with some fluctuations, rising to
above two million short tons in the late 1930°s and above three million tons in the early 1950’s. It remained at
about that level into the early 1960’s. Production turned sharply upward in the late 1960°s and 1970’s, chiefly to
provide fuel for new electrical generating plants built in the state. By 1975, lignite production was about 11 million
tons. Today, several large-scale plants are clustered near the plentiful water supply of Lake Sakakawea in west-
central North Dakota.

A decade of rapidly increasing lignite production began in the mid-1970’s, with production reaching about 25
million tons by 1985 and increasing to over 32 million tons by 1993. In 2000, coal production was 31 million tons.
North Dakota currently ranks 10th among coal-producing states.

Nearly all the lignite produced in North Dakota is consumed in the state. About 79% of the lignite mined is used to
generate electricity (13.5% is used to generate synthetic natural gas, and 7.5% is used to produce fertilizer

products). Electricity from lignite-fired power plants is one of North Dakota’s leading exports.

Source: North Dakota Industrial Commission, North Dakota Geological Survey.

Population and Labor Force

The 2000 population of North Dakota was estimated by the United States Census Bureau at 642,200. The State is
divided into 53 counties with the City of Bismarck as the capitol of the State and county seat of Burleigh County.

North Dakota Population by Decade, 1950-1990, Current Estimate

Year Population Percent Change
1950 619,636 (3.5%)
1960 632,446 2.1%
1970 617,792 (2.3%)
1980 652,717 5.6%
1990 638,800 (2.1%)
2000 642,200 1.3%
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Age

0-19
20-24
25-44
45-64

65+

Total

Source: U.S. Census Bureau.

2000 Population by Age

Population

183,464
50,503
174,891
138,864
94.478

642,200

Percent

28.6%

7.9%
27.2%
21.6%
14.7%

100.0%

Total average nonagricultural employment in the State in 2000 was approximately 327,100.

North Dakota annual nonagricultural employment for the years 1996 through 2000.

North Dakota Annual Average Total Nonagricultural Employment

Mining
Construction
Manufacturing:
Durable Goods
Non-Durable Goods
Total Manufacturing

Total Goods Employment

Transportation, Comm. &
Public Utilities
Wholesale Trade
Retail Trade
Finance, Insurance
& Real Estate
Other Services
Government

Total Services Employment

Total Nonagricultural
Employment

Source: North Dakota Job Service.

Below is a table with

1996 1997 1998 1999 2000
4,100 4,150 4,050 3,500 3,750
14,850 14,650 15,150 16,650 16,150
12,100 13,250 13,950 14,350 15,200
9.450 9,950 10,200 9.850 9,750
21,550 23,200 24,150 24,200 24,950
40,500 42,000 43.350 44,350 44.850
18,350 18,000 17,800 18,500 18,700
21,200 21,850 21,550 21,850 21,400
59,050 59,050 59,350 59,550 60,300
14,300 14,800 15,650 16,400 16,600
84,450 86,800 89,550 91,400 92,400
70,800 70,500 70,550 71,800 72,850
268,150 271,000 274,450 279,500 282,250
308,650 313,000 317,800 323,850 327,100
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United States
North Dakota
Bismarck MSA
Fargo MSA
Grand Forks MSA

Source: North Dakota Job Service.

Personal Income Trends

1996

5.4%
3.1%
2.9%
2.5%
3.4%

Annual Average
Unemployment Rates

1997

4.9%
2.5%
2.5%
1.8%
3.6%

1998

4.5%
3.2%
3.0%
1.7%
2.7%

1999

4.2%
3.4%
3.0%
2.0%
3.0%

2000

4.0%
3.0%
2.5%
2.0%
3.4%

The table below shows trends in per capita personal income in current dollars in the State of North Dakota, the
United States and other states in the Northern Plains Region.

Per Capita Personal Income

1999
1980 1990 1994 19950 1996V 1997V 19981 1999 Rank
United States ~ $9,940 $18,667  $22,056 $23.562  $24,169  $25,288 $27,203  $28,518 -
North Dakota 7,641 15,320 18,157 19,084 20,308 20,103 22,892 23,518 38t
Other Northern
Plains States
Minnesota 9,982 18,784 22,794 24,583 25260 26,243 29263 30,622 10™
lowa 9,346 16,683 19,965 21,181 22,078 23,120 24,745 25,727 331
South 7,701 15,628 18,558 19,848 20,503 21,076 23,715 25,107 360
Dakota
Montana 8,728 14,743 17,589 18,764 18,886 19,660 21,229 22314 46™
M Revised
@ Preliminary

Source: Department of Commerce, Bureau of Economic Analysis.

(The remainder of this page has been left blank intentionally.)
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Taxable Sales and Purchases

Below is a table which sets forth the taxable sales and purchases within the State of North Dakota by sales category

for the calendar years 1996-2000.

1996

Sales Category

Mining, Construction,

& Manufacturing $ 507,764,591

Transportation,
Communication, &

1997

$ 522,743,216

1998

$ 590,765,427

1999

§ 784,407,243

2000

$ 579,635,931

Public Utilities'” 459,641,933 480,400,845 514,217,026 514,531,159 557,613,208
Wholesale & Retail

Trade 4,487,459,975 4,714,754,818 4,657,277,531 4,847,392,217 4,957,739,151
Services 598,737,994 646,470,862 661,323,260 677,897,340 686,301,315
Other 36.399.315 40,178,554 52,528,621 45,640,042 45,098,067
Total $6,090,003,808  $6,404,548,295  $6,476,111,865  $6,869.868,001  $6,826,387,672

M Includes Gas and Sanitary Services.

Source:

North Dakota Sales and Use Tax statistical report, North Dakota Tax Department.

(The remainder of this page has been left blank intentionally.)
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APPENDIX B

Summary of Certain Provisions of
the Indenture and the Lease



SUMMARY OF CERTAIN PROVISIONS OF
THE INDENTURE AND THE LEASE

The following is a brief summary of certain provisions of the Indenture and the Lease and is not to be considered
as a full statement of the provisions of the Indenture and the Lease. The summary is qualified by references to and is
subject to the complete Indenture and Lease, copies of which may be examined at the offices of the Issuer and the
Trustee.

PART A
2001 SERIES A INDENTURE
CERTAIN DEFINITIONS

"Accountant" means a certified public accountant or accountants licensed by the State and employed or
retained by the Authority.

"Act" means NDCC Chapter 54-17.2, as amended by the Legislative Assembly of the State.
"Additional Rent" means the rent to be paid pursuant to Section 3.5 of the Lease.

"Additional Security" means any right, title, or interest in property, real, personal or mixed, not acquired by
the Authority by the expenditure of the proceeds from the sale of the Bonds, that is pledged to the security of the
Bonds and made a part of the Trust Estate in lieu of or in addition to the security interest in the Project or Projects as
described in the Lease.

"Administration Fund" means the Administration Fund established by Section 5.06 of the Indenture.

"Administrative Expenses" means the Authority's expenses of carrying out and administering its powers,
duties and functions under the Lease and the Indenture. Such expenses shall not include (i) Debt Service on the
Bonds or on any other bonds, notes or other evidences of indebtedness of the State, or (ii) the Costs of Issuance, (iii)
Bond Fees, or (iv) the fees, costs or expenses of the Authority, the Commission or the State with respect to any other
bonds, notes or indebtedness of the Authority, the Commission or the State.

"Agency" means the North Dakota State Board of Higher Education.

"Agent" means, whether one or more, the person at any time designated to act on behalf of the Agency by
written certificate furnished to the Authority and the Trustee, containing the specimen signature of such person. Such
certificate may designate an alternate or alternates.

"Authority” means the Industrial Commission of North Dakota acting in its capacity as the North Dakota
Building Authority created under and pursuant to the provisions of the Act or any body succeeding to its rights or
duties under the Indenture.

"Authority Bonds" means (i) Bonds owned or held by the Authority or the State or held by the Trustee, or
their agents, for the account of the Authority or the State or (ii) Bonds which the Authority has notified the Trustee, or
which the Trustee knows, were purchased by another Person for the account of the Authority or the State with
moneys furnished by the Authority or the State.

"Authority Certificate" or "Authority Consent" means, respectively, a written request, order, certificate or
consent signed in the name of the Authority by an Authorized Officer and delivered to the Trustee.

"Authorized Officer" means the person or persons at any time designated to act on behalf of the Authority
in the Bond Resolution.

"Balance" when used with reference to any Fund, means the aggregate sum of all assets deposited in and
standing to the credit of such Fund, including, without limitation, Permitted Investments computed at the value of
Permitted Investments; and lawful money of the United States; provided, however, that the Balance of the Bond Fund
shall not include amounts standing to the credit thereof which are being held therein for: (a) the payment of past due
and unpaid interest on and principal of Bonds and (b) the payment of interest on and principal of Bonds that are
deemed no longer Outstanding as a result of the defeasance thereof pursuant to Section 10.01.

"Bank of North Dakota" means the State doing business as the Bank of North Dakota pursuant to Chapter
6-09 of the NDCC and any other board, body, commission or agency succeeding to the functions thereof under the
Indenture.



"Basic Rent" means the rent to be paid pursuant to Section 3.3 of the Lease.

"Bond Counsel" means any Counsel of nationally recognized standing in the field of law relating to
exemption from federal income taxation with respect to municipal bonds.

"Bond Fees" means the fees, costs and expenses of the Trustee and Paying Agent, Independent
Accountants, Bond Counsel or Registrar incurred by the Authority including the NDBA Fee in carrying out and
administering its powers, duties and functions under the Indenture and the Lease.

"Bond Fund" means the Bond Fund created under Section 5.01 of the Indenture.

"Bond Resolution" means the resolution of the Authority adopted by the Authority on May 24, 2001,
authorizing the issuance and sale of the Bonds, as the same may be amended, modified or supplemented by any
amendments or modifications thereof.

"Bond Year" means a one (1) year period beginning on December 1 and ending on November 30 of the next
succeeding calendar year, or such other dates as designated by the Authority.

"Bonds" means the State of North Dakota, North Dakota Building Authority Lease Revenue Bonds, 2001
Series A, described in the Indenture and any additional bonds authorized to be issued hereunder and any bonds
issued to refund the 2001 Series A Bonds in whole or in part.

"Building Authority Fund" means the Building Authority Fund established pursuant to Section 5.07 of the
Indenture.

"Business Day" means any day other than a Saturday or Sunday or legal holiday, or a day on which the
Trustee is required or authorized by law to remain closed or a day on which the New York Stock Exchange is closed.

"Certificate" means a certification in writing required or permitted by the provisions of the Lease or the
Indenture, signed and delivered to the Trustee or other proper person or persons. If and to the extent required by the
provisions of Section 1.02 of the Indenture, each Certificate shall include the statements provided for in Section 1.02.

"Certified Resolution" means a copy of a resolution of the Authority, certified by the Secretary to the
Commission to have been duly adopted by the Authority.

"Commission" means the Industrial Commission of North Dakota created by NDCC, 54-17-01, and any
other board, body, commission, agency or officer succeeding to the functions thereof to which the powers and duties
granted or imposed by the Indenture shall be given by law.

"Completion Date" means the date certified as provided in Section 2.8 of the Lease.

"Condemnation" means the taking or requisition by governmental authority or by a person, firm or
corporation acting under governmental authority and a conveyance made under threat of condemnation provided
such conveyance is made with the approval of the Trustee, and condemnation award shall include payment for
property taken or requisitioned or conveyed under threat of condemnation.

"Construction Fund" means the Construction Fund created in Section 4.01 of the Indenture for the Project.
"Costs of Project" means the aggregate of all Costs of the Project set out in Section 2.1 of the Lease.

"Costs of Issuance" means all items of expense directly or indirectly payable by or reimbursable to the
Authority and related to the authorization, sale and issuance of the Bonds and including, but not limited to printing
costs, costs of preparation and reproduction of documents, filing fees, Trustee, Registrar and Paying Agents, legal
fees and charges, fees and disbursements of consultants and professionals, costs of credit ratings, fees and charges
for preparation, execution, transportation and safekeeping of the Bonds, any bond insurance premiums, any costs
associated with obtaining title opinions or title insurance with respect to the Project, and any accrued interest paid in
connection with or with respect to the initial investment of Bond proceeds, other costs incurred by the Authority in
anticipation of the issuance of the Bonds and any other cost, charge or fee in connection with the issuance of the
Bonds.

"Counsel" means an attorney duly admitted to practice law before the highest court of any state.



"Debt Service" means, as of any particular date and with respect to any particular period, the aggregate of
the moneys to be paid or set aside on such date or during such period for the payment of the principal of, including
any sinking fund redemptions of Term Bonds, premium, if any, and interest on the Bonds.

"Default"” means default by the Authority in the performance or observance of any of the covenants,
agreements or conditions on its part contained in the Indenture, exclusive of any notice or period of grace required to
constitute a default as an "Event of Default" as described in Section 7.01 of the Indenture.

"Default in Payment" means an Event of Default described in paragraph (a) or (e) of Section 7.01 of the
Indenture.

"Event of Default" means an event of default described in Section 7.01 of the Indenture which has not been
cured.

"Event of Nonappropriation" means the failure, for whatever reason, of the Legislative Assembly of the
State to appropriate sufficient moneys for the payment of Basic and Additional Rent under the Lease during any
Renewal Term of the Lease, wherein Basic and Additional Rent are payable, on or before the commencement of such
Renewal Term.

"Excess Earnings" means (a) investment earnings on obligations purchased with amounts deposited in any
Fund created pursuant to the Indenture (other than the Bond Fund and Rebate Fund) in an amount equal to the
difference between the excess of the aggregate amount earned during the Bond Year less the amount of investment
earnings that would have been generated if the Yield on the investment of such amount during the Bond Year had
been equal to the Bond Yield plus (b) any income attributable to the excess described in (a). The foregoing shall be
interpreted and applied consistent with Section 148 of the Internal Revenue Code and Section 1.148 of the Treasury
Regulations.

"Financial Newspaper" or "Financial Journal" means any newspaper or journal of general circulation
carrying financial news circulated in the English language in New York, New York.

"Fiscal Year" means the Agency's fiscal year, and shall initially mean the 12-month period commencing on
the first day of July in each year.

"Fund" means any of the Funds established by the Indenture.

"Indenture" means the Trust Indenture, constituting a trust agreement between the Authority and the Bank
of North Dakota, as Trustee, and including any indenture which amends or is supplemental hereto entered into in
accordance with the provisions of the Indenture.

"Independent" when used with respect to any specified Person, means a Person who (1) is in fact
independent; (2) does not have direct financial interest or any material indirect financial interest in the Authority or
State, other than the payment to be received under a contract for services to be performed by such Person; and (3) is
not connected with the Authority or State as an official, officer, employee, promoter, underwriter, trustee, partner,
affiliate, subsidiary, director or Person performing similar functions. Whenever it is herein provided that any
Independent Person's opinion or certificate shall be furnished to the Trustee, such Person shall be appointed by the
Authority or the Trustee, as the case may be, and such opinion or certificate shall state that the signer had read the
definition and that the signer is Independent within the meaning of the Indenture.

"Interest Payment Date" means a date on which interest is payable on any Bond including any date upon
which interest is payable under an acceleration of maturity pursuant to Section 7.02 of the Indenture.

"Interest Period" means any semiannual period prior to each Interest Payment Date.
"Internal Revenue Code" means the Internal Revenue Code of 1986, as amended, and the Treasury
Regulations promulgated thereunder or applicable to the Bonds.

"Investment Agreement" means an agreement by and between the Authority and a bank, trust company,
national banking association, insurance company or other financial institution, providing for the investment of moneys
in any of the Funds.

"Lease" or “Leases” means the Lease Agreement |, dated as of the date of the sale of the Bonds, between

the Authority and the North Dakota State Board of Higher Education for the construction of an addition to the Health
and Wellness Center at Williston State College, formerly known as the University of North Dakota-Williston, and the
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Lease Agreement Il, dated as of the date of the sale of the Bonds, between the Authority and the North Dakota State
Board of Higher Education for the renovation of Old Main at Minot State University.

"Lease Term" means the duration of the leasehold estate created in the Lease as specified under Article IlI
thereof to the date of termination including early termination provided for therein.

"Leased Equipment" means any items of machinery, equipment, fixtures and related property required
herein to be acquired and installed in the Project or elsewhere on the Site, and acquired, financed or refinanced with
the proceeds from the sale of the Bonds or the proceeds of any payment by the Agency pursuant to Section 4.1 of the
Lease.

"Maturity" means, when used with respect to any Bond, the date on which the principal of such Bond
becomes due and payable as therein or herein provided, whether at the Stated Maturity or by declaration of
acceleration, call for redemption or otherwise.

"Moody's" means Moody's Investors Service, Inc., a corporation organized and existing under the laws of
the State of Delaware, its successors and their assigns, and, if such corporation shall be dissolved or liquidated or
shall no longer perform the functions of a securities rating agency, "Moody's" shall be deemed to refer to any other
nationally recognized securities rating agency designated by the Trustee, at the written direction of the Commission.

"NDBA Fee" means the administration fee payable to the Authority, as described in Section 8.27 of the
Indenture.

"NDCC" means the North Dakota Century Code, as amended.

"Net Proceeds" when used with respect to any insurance or Condemnation award, means the proceeds
from the insurance or Condemnation award remaining after payment of all expenses (including attorney's fees and
any extraordinary expenses of the Trustee) incurred in the collection of such proceeds.

"Opinion of Counsel" means a written opinion of Counsel appointed by the Agency or Authority and
acceptable to the Trustee or appointed by the Trustee. If, and to the extent required by the provisions of Section 1.02
of the Indenture, each Opinion of Counsel shall include the statements provided for in said Section 1.02.

"Original Purchaser" means the original purchaser or purchasers of the Bonds as set out in Exhibit C
hereto.

"Outstanding" when used as of any particular time with reference to Bonds, means all Bonds theretofore
authenticated and delivered by the Trustee under the Indenture except:

(i) Bonds theretofore canceled by the Trustee or surrendered to the Trustee for cancellation;

(i) Bonds for the payment or redemption of which cash or direct obligations of or obligations fully
guaranteed by the United States of America (which do not permit the redemption thereof at the
option of the issuer) in the necessary amount shall have theretofore been deposited with the
Trustee (whether upon or prior to the Stated Maturity or the Redemption Date of such Bonds),
provided that if such Bonds are to be redeemed prior to the Stated Maturity thereof, notice of such
redemption shall have been given pursuant to Article Il of the Indenture, or provision satisfactory to
the Trustee shall have been made for the giving of such notice; and

(iii) Bonds in lieu of or in substitution for which other Bonds shall have been authenticated and
delivered by the Trustee pursuant to the terms of Section 2.07 of the Indenture pertaining to
replacement of Bonds.

"Owner" or "Bondholder" or "Holder" whenever employed herein with respect to a Bond means the person
or persons in whose name such Bond shall be registered.

"Paying Agent" means the Bank of North Dakota or any successor paying agent designated in accordance
herewith as a place at which principal of or interest on any Bond is payable, and, in the absence of any such
designation, the Trustee.

"Permitted Encumbrances" means, as of any particular time, (i) the Indenture, (ii) utility, access and other

easements and rights-of-way, mineral rights, restrictions and that the Agency certifies will not interfere with or impair
the use of or operations being conducted in the Project or elsewhere on the Site, and (iii) such minor defects,
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irregularities, encumbrances, easements, and rights-of-way as normally exist with respect to properties similar in
character to the Project and as do not in the Opinion of Counsel addressed to the Trustee, materially impair the
property affected thereby for the purposes for which it was acquired or is held by the Authority.

(A)

(B)

"Permitted Investments" means,
For all purposes, including defeasance investments in refunding escrow accounts:

(1

)

Cash (insured at all times by the Federal Deposit Insurance Corporation or otherwise collateralized
with obligations described in paragraph (2) below); or

Direct obligations of (including obligations issued or held in book entry form on the books of) the
Department of the Treasury of the United States of America.

For all purposes other than defeasance investments in refunding escrow accounts:

(1

)

©)

4)

Obligations of any of the following federal agencies which obligations represent the full faith and
credit of the United States of America, including:

(a) Export-Import Bank
(b) Farm Credit System Financial Assistance Corporation
(c) Rural Economic Community Development Administration (formerly the Farmers Home

Administration)

(d) General Services Administration
(e) U.S. Maritime Administration
() Small Business Administration

(9) Government National Mortgage Association (GNMA)

(h) U.S. Department of Housing & Urban Development (PHA's)
(i) Federal Housing Administration
) Federal Financing Bank; or

Direct Obligations of any of the following federal agencies which obligations are not fully guaranteed
by the full faith and credit of the United States of America:

(a) Senior debt obligations rated "Aaa" by Moody's and "AAA" by S&P issued by the Federal
National Mortgage Association (FNMA) or Federal Home Loan Mortgage Corporation
(FHLMC)

(b) Obligations of the Resolution Funding Corporation (REFCORP)
(c) Senior debt obligations of the Federal Home Loan Bank System

(d) Senior debt obligations of other Government Sponsored Agencies approved by the
Authority; or

U.S. dollar denominated deposit accounts, federal funds and bankers' acceptances with domestic
commercial banks which have a rating on their short term certificates of deposit on the date of
purchase of "A-1" or "A-1+" by S&P and "P-1" by Moody's and maturing no more than 360 days
after the date of purchase. (Ratings on holding companies are not considered as the rating of the
bank.); or

Commercial paper which is rated at the time of purchase in the single highest classification, "A-1+"
by S&P and "P-1" by Moody's and which matures not more than 270 days after the date of
purchase; or



(5) Investments in a money market fund rated "AAAmM" or "AAAmM-G" or better by S&P; or

(6) Pre-refunded Municipal Obligations defined as follows: any bonds or other obligations of any state
of the United States of America or of any agency, instrumentality or local government unit of any
such state which are not callable at the option of the obligor prior to maturity or as to which
irrevocable instructions have been given by the obligor to call on the date specified in the notice;
and

(a) which are rated, based on an irrevocable escrow account or fund (the "escrow"), in the
highest rating category of S&P and Moody's or any successors thereto; or

(b) (i) which are fully secured as to principal and interest and redemption premium, if any, by
an escrow consisting only of cash or obligations described in paragraph A(2) above, which
escrow may be applied only to the payment of such principal of and interest and
redemption premium, if any, on such bonds or other obligations on the maturity date or
dates thereof or the specified redemption date or dates pursuant to such irrevocable
instructions, as appropriate, and

(ii) which escrow is sufficient, as verified by a nationally recognized independent certified
public accountant, to pay principal of and interest and any redemption premium, if any, on
the bonds or other obligations described in this paragraph on the maturity date or dates
specified in the irrevocable instructions referred to above, as appropriate. (Pre-refunded
Municipal Obligations meeting the requirements of subsection (B) hereof may not be used
as Permitted Investments for annual appropriation lease transactions without the prior
written approval of S&P); or

(7) General obligations of States with a rating of at least "A2 and A+" or higher by both Moody's and
S&P; or

(8) Investment agreements or other forms of investments approved in writing by the Authority
(supported by appropriate opinions of counsel) with notice to S&P and Moody's; and

9) Deposits of the Bank of North Dakota which, as provided by North Dakota Century Code Section 6-
09-10, are guaranteed by the State.

(©) The value of the above investments shall be determined as follows: "Value", which shall be determined as of
each Interest Payment Date, means that the value of any investments shall be calculated as follows:

(1) As to investments the bid and asked prices of which are published on a regular basis in The Wall
Street Journal (or, if not there, then in The New York Times): the average of the bid and asked
prices for such investments so published on or most recently prior to such time of determination;

(2) As to investments the bid and asked prices of which are not published on a regular basis in The
Wall Street Journal or The New York Times: the average bid price at such time of determination for
such investments by any two nationally recognized government securities dealers (selected by the
Trustee in its absolute discretion) at the time making a market in such investments or the bid price
published by a nationally recognized pricing service;

(3) As to certificates of deposit and bankers acceptances: the face amount thereof, plus accrued
interest; and

(4) As to any investment not specified above: the value thereof established by prior agreement
between the Authority and the Trustee.

"Person" means any individual, commission, partnership, joint venture, association, joint stock company,
trust, incorporated organization or government or any agency or political subdivision thereof.

"Principal Office" means (i) when used with respect to the Trustee, the principal trust office of the Trustee,
which office as of the date of execution of the Indenture is located at the address specified in Section 14.07 of the
Indenture, and (ii) when used with respect to any other Person, the office designated in writing to the Trustee and the
Authority.



"Principal Payment Date" means the Stated Maturity of principal of any Bond and the Redemption Date of
any Bonds.

"Project" or “Projects” means the interests in real or personal property, or both, acquired, constructed, or
improved with the Bond proceeds described in Exhibit A to the Lease between the Authority and the Agency.

"Rebate Fund" means the Rebate Fund created under Section 5.08 of the Indenture.
"Record Date" means the fifteenth day of the month preceding each regular Interest Payment Date.

"Redemption Date" when used with respect to any Bond to be redeemed, means the date fixed for such
redemption by or pursuant to the Indenture.

"Redemption Price" when used with respect to any Bond to be redeemed, means the price at which it is to
be redeemed pursuant to Sections 3.01 or 3.02 of the Indenture.

"Register" means the Bond register maintained by the Registrar pursuant to Section 2.11 of the Indenture.

"Registrar" means the Bank of North Dakota or any successor bank or banking association having trust
powers or trust company serving in such capacity under the terms of the Indenture and its successor or successors
and any other bank or banking association having trust powers or trust company which may at any time be substituted
in its place pursuant to the Indenture.

"Renewal Term" means any two-year renewal period of the Lease as set out in the Lease.

"Repair and Replacement Fund" means the Repair and Replacement Fund established by Section 5.09 of
the Indenture.

"Reserve Fund" means the Reserve Fund established by Section 5.02 of the Indenture.

"Reserve Fund Requirement" means that amount set out in Section 2.03(b) of the Indenture which is not
more than the maximum permitted by law and does not exceed the lesser of (i) the maximum annual Debt Service
payments due on the Bonds; (ii) 125% of the average annual Debt Service on the Bonds; or (iii) 10% of the stated
principal amount of the Bonds.

"S & P" means Standard and Poor's Corporation, a corporation organized and existing under the laws of the
State of New York, its successors and their assigns, and if such corporation shall be dissolved or liquidated or shall
no longer perform the functions of a securities rating agency, "S & P" shall be deemed to refer to any other nationally
recognized securities rating agency designated by the Trustee, at the written direction of the Authority.

"Serial Bonds" means any Bonds designated as such in Exhibit D hereto payable in annual principal
maturities as provided in Section 2.01 of the Indenture.

"Site" or “Sites” means any real property or a part of the Project described in the Lease and Exhibit B
attached hereto.

"State" means the State of North Dakota.

"Stated Maturity" when used with respect to any Bond, means the date specified in such Bond as the fixed
date on which principal of such Bond is due and payable.

"Tax Certificate" means the certification of the Authority dated as of the date of delivery of the Bonds to the
Original Purchaser regarding compliance with the requirements of the Internal Revenue Code.

"Term Bonds" means any Bonds designated as such in Exhibit E hereto and payable through sinking fund
redemption in amounts set out in Section 2.01 of the Indenture and redeemed as provided in Section 3.02(a) of the
Indenture.

"Trust Estate" means interests in the Project and any Additional Security assigned under the Granting
Clauses of the Indenture.

"Trust Funds" means, in the aggregate, all of the Funds.
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"Trustee" means the Bank of North Dakota, Bismarck, North Dakota, and its successor or successors and
any other bank, trust company or corporation which may at any time be substituted in its place, acting in its capacity
as Trustee or Registrar pursuant to the Indenture.

"Yield" means that discount rate which when computing the present worth of all payments of principal and
interest to be paid on an obligation produces an amount equal to the purchase price of the obligation. With respect to
the Bonds, the Yield shall be the discount rate at which the present value of payments on such Bonds is equal to the
purchase price at par, less original issue discount, plus accrued interest, less any Bond insurance premium.

PART B
2001 SERIES A INDENTURE
Section 1. Funds.

Section 1.01. Bond Fund. The Authority covenants that it will establish and maintain or cause to be
established and maintained, so long as any of the Bonds are Outstanding, with the Trustee a separate Fund to be
designated the Bond Fund which shall be held by the Trustee in trust for application only in accordance with the
provisions of the Indenture.

The Trustee shall deposit into the Bond Fund (i) the amount of Bond proceeds representing accrued interest
paid on the Bonds on the date of purchase by the Original Purchaser, (ii) payments of Basic Rent received by the
Trustee pursuant to the Lease, (iii) any Balance remaining in the Administration Fund relating to the Bonds as
required by Section 5.06 of the Indenture, (iv) investment earnings as provided in Section 5.03 of the Indenture, (v)
the money authorized to be transferred from the Reserve Fund hereunder, (vi) money transferred pursuant to
Sections 3.01 and 3.02 of the Indenture for redemption of the Bonds, (vii) such amount as necessary to pay at the
earliest redemption date after the Bond closing, the principal and any accrued interest on any interim borrowings, and
(viii) any other moneys required by the terms of the Indenture to be deposited in the Bond Fund or paid to the Trustee
under the Lease or the Indenture for credit to the Bond Fund.

Section 1.02. Reserve Fund. The Authority covenants that it will establish and maintain, so long as any of
the Bonds are Outstanding, with the Trustee a Fund to be designated the Reserve Fund. The Trustee shall, upon
delivery of the Bonds to the Original Purchaser thereof from Bond proceeds, credit to the Reserve Fund the amounts
designated in Section 2.03 of the Indenture.

The Reserve Fund shall be used and applied solely for the payment of Debt Service on the Bonds, except as
otherwise provided in Section 5.08(d) of the Indenture, upon transfer to the Bond Fund at any time when the Balance
in the Bond Fund is insufficient to meet the requirements specified herein for payment of the principal of and interest
on the Bonds; provided, however, that on the Stated Maturity or any Redemption Date of the Bonds, the moneys in
the Reserve Fund may be applied to the payment of the maturing principal amount of such Bonds or to the
Redemption Price (i) to the extent that such application will not reduce the Balance of the Reserve Fund below an
amount equal to the Reserve Fund Requirement, or (ii) with respect to the retirement or redemption of Bonds within
two years of the final Maturity of all Bonds, to the extent that such application will not reduce the Balance of the
Reserve Fund below an amount at least equal to the remaining principal amount of all then Outstanding Bonds,
whether or not other moneys are available for the payment of such maturing or redeemed Bonds; and provided,
further, that at any time when the aggregate of the Balance in the Bond Fund and the Reserve Fund equal an amount
sufficient to redeem or retire at maturity all of the then Outstanding Bonds at the next Redemption Date or Stated
Maturity, as the case may be, applicable to such Bonds, said Balance may thereafter be applied to such redemption
in advance of the Stated Maturity of such Bonds, or applied to such payment of Bonds at their Stated Maturity, as the
case may be, and whether or not other moneys are available for such redemption or payment.

The Trustee, at the direction of the Authority, may make a pro rata reduction in the Reserve Fund
Requirement on deposit in the Reserve Fund to conform with the ratio of the principal amount of Bonds outstanding to
the original principal amount of the Bonds, provided that the Authority has confirmation that any rating on the Bonds
will not be adversely affected thereby and the consent to such reduction from any insurer of the Bonds, and provided
further that said amounts are not scheduled to pay debt service on any maturity of the Bonds.

Section 1.03. Administration Fund. The Authority covenants that it will establish and maintain, so long as
any of the Bonds are Outstanding, with the Trustee a Fund to be designated the Administration Fund. The Trustee
shall, upon delivery of the Bonds to the Original Purchaser thereof and from Bond proceeds, credit to the
Administration Fund the amount specified in Section 2.03 of the Indenture. The Trustee shall also credit to the
Administration Fund all amounts received pursuant to Section 3.5(a), (b) and (c) of the Lease.

Amounts in the Administration Fund shall, upon receipt by the Trustee of Authority Certificates directing the
payment to designated payees in designated amounts for stated services, or in the case of reimbursement of the
Authority for its expenses, to the Authority, and in each case certifying that such payment is authorized by the
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Indenture, be used for and applied only to pay Costs of Issuance, Administrative Expenses and Bond Fees or to
reimburse another Fund or other source of the Authority, for the previous payment of such Costs of Issuance,
Administrative Expenses or Bond Fees incurred before, on or after the date of delivery of the Bonds. Payments from
the Administration Fund for such purposes shall be made by check or draft, but only in accordance with such
Authority Certificates.

Section 1.04. Rebate Fund. The Authority covenants that it will establish and maintain, so long as any
Bonds are Outstanding, with the Trustee a separate Fund to be designated the Rebate Fund. The Trustee shall
credit to the Rebate Fund any Excess Earnings.

(a) The Authority shall calculate or cause to be calculated by Counsel, by an Independent Accountant
or by a rebate analyst acceptable to the Trustee at the times set forth below, the Excess Earnings
and the Trustee shall within 30 days thereafter transfer to the Rebate Fund the amount equal to (i)
the Excess Earnings, plus (ii) investment income attributable to the Excess Earnings, if any. In
order to comply with Section 5.08 of the Indenture, the Trustee is authorized to obtain such
opinions of Bond Counsel, reports of accountants and certificates of the Authority, and rely on the
information contained in such reports or certificates which may be necessary for the purpose of this
calculation. The expenses incurred by the Authority or the Trustee shall be borne or reimbursed by
the Agency and paid as Additional Rent.

(b) No determination of Excess Earnings shall be made with respect to the Bond Fund as long as the
Bond Fund is depleted annually except for an amount not to exceed the greater of one-twelfth of
annual Debt Service or one year's earnings on the Bond Fund.

(c) The Trustee, acting on behalf of the Authority, shall make installment payments of the Excess
Earnings at the times and in the amounts required by the Internal Revenue Code.

(d) In the event that (i) insufficient moneys are credited to the Rebate Fund to make any rebate or other
payment required by subsection (c) hereof, and (ii) the Trustee shall not have received an Opinion
of Bond Counsel, filed with the Trustee within five Business Days after the occurrence of the event
described in clause (i) above, to the effect that failure to make such rebate or other payment will not
cause the interest on the Bonds to be subject to income taxation under the Internal Revenue Code,
the Trustee shall withdraw immediately the amount of any such deficiency from the following Funds
in the following order of priority:

(1) The Administration Fund
(2) The Reserve Fund
(3) The Bond Fund

In the event that the Trustee receives the opinion of Bond Counsel to the effect that all or a part of the
Excess Earnings are not required to be rebated to the United States, the Trustee shall transfer any such amount held
in the Rebate Fund to the Bond Fund, which amount shall be a credit against the next payment of Rent.
Notwithstanding any provision of this Section, if the Authority shall provide to the Trustee an Opinion of Bond Counsel
that any specified action required under this Section is no longer required or that some further or different action is
required to maintain or assure the exclusion from federal gross income of interest with respect to the Bonds, the
Trustee and the Authority may conclusively rely on such Opinion in complying with the requirements of this Section,
and the provisions herein shall be deemed to be modified to that extent.

Section 1.05. Repair and Replacement Fund. The Authority covenants that it will establish and maintain
with the Trustee a Fund to be designated the Repair and Replacement Fund if and to the extent it receives Net
Proceeds of insurance or Condemnation awards.

Moneys held in the Repair and Replacement Fund will be applied by the Trustee to the payment of the costs
of repair, replacement or restoration upon such terms as the Trustee may reasonably require. Any earnings on or
income from the investment of moneys in the Repair and Replacement Fund shall be retained therein and expended
for costs of repair, replacement or restoration. Any balance remaining in the Repair and Replacement Fund after the
payment of all costs of any repair, replacement or restoration shall be transferred to the Bond Fund and used to pay
the principal of the Bonds including the redemption of Term Bonds.

Section 2. Certain Covenants of the Authority.

The Authority covenants and agrees, so long as any of the Bonds shall be Outstanding and subject to the
limitations on its obligations herein set forth, that:



Section 2.01. Payment of Bonds. It will faithfully perform at all times any and all covenants, undertakings,
stipulations and provisions contained in the Indenture and the Bond Resolution and in each and every Bond executed,
authenticated and delivered hereunder; will pay or cause to be paid, solely from the Basic Rent, any pledged net
revenues and income of the Project, the principal of, premium, if any, and interest on every Bond issued hereunder on
the dates, at the places and in the manner prescribed in the Bonds in any coin or currency which, on the respective
dates of payment is legal tender for the payment of public and private debts; and will cause any pledged net revenues
and income to be deposited with the Trustee prior to the due date of each installment of principal and interest and
prior to the Maturity of any Bond in amounts sufficient to pay such principal or interest due on the Bond; provided,
however, that the principal of and interest on any Bond is not and shall not be deemed to represent a debt or pledge
of the faith or credit or constitute an obligation of the State or grant to the Owner of any Bond any right to have the
State or the Authority levy any taxes or appropriate any funds to the payment of principal of or interest on the Bonds,
such payment to be made solely and only out of the revenues and income to be produced and received from the
Basic Rent, any pledged net revenues and income of the Project, those moneys held by the Trustee hereunder and
hereby appropriated to such payment, and/or any other funds available and authorized by law.

Section 2.02. Appropriation Request. It will, upon notification from the Trustee, request that the Legislative
Assembly of the State include in the executive budget of the State sufficient moneys for the payment of Rent pursuant
to the Lease, if the Agency has failed to comply with the requirements of Section 3.13 of the Lease and if the amounts
available to the Trustee will not be sufficient to pay the principal of and interest on the Bonds when due.

Section 2.03. Powers of the Authority. It is duly authorized under the Constitution and laws of the State to
acquire, install, renovate, construct and lease the Project, to issue and sell the Bonds, to execute the Indenture and
assign and pledge to the Trustee the Trust Estate, including any pledged net revenues and income of the Project, and
to make the covenants as herein provided. All necessary action and proceedings on its part to be taken for the
creation and issuance of the Bonds, and the execution and delivery of the Indenture have been duly and effectively
taken and the Bonds in the hands of the Owners thereof are and will be valid and enforceable limited obligations of
the Authority in accordance with their terms.

Section 2.04. Title and Possession. It is lawfully possessed of the Project, subject only to the provisions of
the Act. Title to the Project, including the Site and any Additional Security, is vested in the Authority. There is no
pledge of or lien or charge upon any pledged revenues or income of the Project pursuant to the Lease other than the
pledge and lien granted or assigned to the Trustee by the Indenture.

Section 2.05. Payment of Lawful Charges. It will, from time to time and before the same become
delinquent, pay or cause the Agency to pay and discharge all taxes, assessments, governmental charges and claims
for rent, royalties, labor, materials or supplies which if unpaid might by law become a lien or charge upon the Project,
the Site, or any pledged revenues and income therefrom superior to, or which might interfere with, any pledge of and
lien on the Trust Estate, including any pledged revenues and income of the Project, and covenants and security
granted hereby; provided, however, that no such tax, assessment, charge or claims shall be required to be paid if the
Authority shall not have funds legally available therefor or so long as the Authority or the Agency shall in good faith
contest the validity thereof and provide security satisfactory to the Trustee against enforcement and for payment
thereof.

Section 2.06. To Maintain the Project. It will not do or suffer to be done any act or thing whereby the Project
might or could be encumbered or the usefulness thereof impaired, and will at all times cause the Project and the
machinery, equipment, and the Site thereof to be maintained, preserved and kept in good condition, repair and
working order and from time to time cause to be made, from funds legally available therefor, all necessary renewals,
repairs, replacements and alterations.

Section 2.07. Concerning the Lease. It will not modify or amend or consent to modification or amendment
of the provisions of the Lease without the consent and approval of the Trustee. The consent of the Trustee may be
given, if in its judgment the Bondholders will not be prejudiced thereby. The Authority shall take such action or cause
and permit the Trustee to take such action as may be necessary or advisable to enforce the covenants, terms and
conditions of the Lease, including the exercise of any right of repossession of the Project or termination of the
Agency's rights as tenant under the Lease if such action shall, in its discretion, be deemed to be in the best interest of
the Authority or the Bondholders. The Authority shall do or cause to be done all things on its part as lessor under the
Lease so that the obligations of the Agency thereunder shall not be impaired or excused. If the Lease shall terminate,
the Authority shall use its best efforts to again lease the Project for the purposes and in accordance with the
requirements of the Act subject to the rights of the Trustee.

Section 2.08. Not to Sell, Assign, Encumber or Pledge. Except as permitted by the terms of the Indenture, it
will not sell, assign or encumber the Project, or permit the same to be sold, assigned or encumbered except for
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Permitted Encumbrances; will not mortgage or encumber the Project or pledge or assign any pledged revenues and
income of the Project or any part thereof, or permit an encumbrance of the Project or the assignment or pledge of any
pledged revenues thereof, if the mortgage, encumbrance, pledge or assignment might be or become a charge or lien
on the Project or any pledged revenues and income of the Project prior or equal to the pledge and lien herein
provided for the security of the Bonds or if such mortgage, pledge or assignment might interfere with the pledge and
lien herein provided; or if such pledge, mortgage or lien would cause the Bonds to be an obligation of the State
pursuant to the North Dakota Constitution, Article X, Section 13.

Section 2.09. To Observe Lawful Requlations. It will well and truly keep, observe and perform all obligations
and regulations lawfully imposed upon it by law, contract or otherwise as a condition of continued enjoyment of its
rights, privileges and franchises, leasehold interest in or title to the Project.

Section 2.10. Fire and Extended Coverage Insurance on the Project. The Authority will cause the Agency to
procure and maintain, so long as any Bonds are Outstanding hereunder, insurance pursuant to the requirements of
Article IV of the Lease.

Section 2.11. Repairs and Reconstruction. Unless the Agency exercises their option to prepay Rent for the
purpose of redeeming a portion of the Bonds pursuant to Section 4.4 of the Lease, in the event of any loss or damage
to or destruction or Condemnation of the Project, the Authority will promptly cause to be repaired, reconstructed or
restored the damaged or destroyed portion thereof or portion of the Project taken by Condemnation, and will apply the
Net Proceeds of the insurance policies or Condemnation awards solely for that purpose as provided in Section 4.4 of
the Lease, by deposit to the Repair and Replacement Fund to be disbursed pursuant to Section 5.09 of the Indenture.

In the event the Net Proceeds, together with all other moneys legally available or previously paid by the
Agency for such purpose, are insufficient to complete the repair, reconstruction or restoration of the Project the
Agency will nonetheless complete the same and will pay that portion of the cost thereof in excess of the amount of the
Net Proceeds, but only from legally available money.

Any amounts held by the Trustee or by the Authority and remaining in the Repair and Replacement Fund at
the completion of, and payment for, such repair, reconstruction or restoration, shall be deposited in the Bond Fund
and applied to the reduction of the principal of the Bonds, including redemptions of Term Bonds, in accordance with
the provisions of the Indenture.

In the event the Agency pursuant to their rights under the Lease, or the Authority, shall not elect to repair,
reconstruct or restore the damaged, destroyed or condemned property as above provided, the Trustee shall deposit
the Net Proceeds in the Bond Fund and retire a portion of the Outstanding Bonds. Upon the deposit of Net Proceeds
under this Section to the Bond Fund the Bonds shall be subject to redemption, and redemption shall be effected
pursuant to the provisions of, in the manner, and with the effect provided in Article Il of the Indenture.

Section 2.12. Further Assurances. The Authority will execute or cause to be executed any and all further
instruments that may reasonably be requested by the Trustee and be authorized by law to perfect the pledge of and
lien on the revenues and income of the Project granted in the Indenture, or intended so to be, or to vest in the Trustee
the right to receive and apply the same to the payment or protection and security of the Bonds.

Section 2.13. Proper Books and Records. So long as any of the Bonds issued hereunder shall remain
Outstanding and unpaid, the Authority shall cause to be kept proper books of account and records, in which full, true
and correct entries will be made of all dealings and transactions relating to the leasing of the Project. Such books and
records shall be open to inspection by the Trustee, the Bondholders, the Original Purchaser of the Bonds, and their
agents and representatives. The Authority shall cause:

(a) To be furnished to the Trustee, from time to time, such data regarding the income, expense and
property relating to the Project and the Agency as the Trustee shall reasonably request.

(b) To be furnished on or before 120 days after the end of each Fiscal Year the Authority's books of
account which are to be audited by an Independent Accountant or firm of Independent Accountants
as shall be reasonably acceptable to the Trustee, with a copy of each audit report, annual balance
sheet and income and expense statement showing in reasonable detail the financial condition of the
Authority, at the close of such Fiscal Year, and summarizing in reasonable detail the income and
expenses for such year, including the transactions relating to the Funds, to be filed promptly with
the Trustee, and shall be available for inspection by any Bondholder.

Section 2.14. To Observe All Covenants and Terms -- Limitations on Authority's Obligations. It will not issue
or permit to be issued any Bonds hereunder in any manner other than in accordance with the provisions of the
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Indenture and the Act and the agreements in that behalf herein contained, and will not suffer or permit any Default to
occur under the Indenture, but will faithfully observe and perform all the conditions, covenants and requirements
hereof under the Act. The Authority may issue other bonds or evidences of indebtedness for refunding the Bonds
under the terms of the Indenture or issue evidences of indebtedness as may be from time to time authorized by the
Legislative Assembly of the State pursuant to NDCC §54-17.2-13. Under the Act, and it is expressly agreed that, the
Authority has no obligation to levy taxes for, or make any advance or payment or incur any expense or liability from its
general funds in performing or causing performance of, any of the conditions, covenants or requirements of the Bonds
or the Indenture or from any funds other than revenues and income of the Project, moneys in the Funds provided for
herein or any other funds authorized by law.

Section 2.15. Project Use. The Authority shall not use the Project and the Site nor cause or consent to the
use of the Project and the Site by the Agency or any subsequent tenant or sublessee in a manner other than as
stated in the Lease without first obtaining an Opinion of Bond Counsel stating that such action or consent when taken
or given by the Authority will not result in actions or the use of the Project and the Site in a manner which would cause
the interest payable on the Bonds to be includable in the gross income of the Owners for federal income tax
purposes.

Section 3. Events of Default.
Each of the following events is hereby defined as, and is declared to be and to constitute an "Event of Default":

(a) If Default shall be made in the due and punctual payment of any interest on any Bond or in the due
and punctual payment of the principal, or redemption premium, if any, of any Bond, whether at the
Stated Maturity thereof, or at the date fixed for redemption thereof (including, but not limited to,
redemption of Term Bonds), or upon the Maturity thereof by declaration; or

(b) If an "Event of Default" (as defined therein) occurs under Section 5.1(a) of the Lease; or

(c) If Default shall be made in the due and punctual payment of any other moneys required to be paid
to the Trustee under the provisions hereof and such Default shall have continued for a period of
thirty (30) days without written waiver by the Trustee after written notice thereof, specifying such
Default, shall have been given by the Trustee to the Authority and the Agency, or the Owners of not
less than twenty-five percent (25%) in aggregate principal amount of the then Outstanding Bonds to
the Authority, the Agency and the Trustee; or

(d) If Default shall be made in the performance or observance of any other of the covenants,
agreements or conditions on the part of the Authority in the Indenture, or in the Bonds contained,
and such Default shall have continued for a period of thirty (30) days without written waiver by the
Trustee after written notice thereof given in the manner provided in clause (c) above, provided that
if the Default can be remedied but not within a period of 30 days after notice and if the Authority or
the Agency has taken all action reasonably possible to remedy such Default within the 30 day
period, the Default shall not become an Event of Default for so long as the Authority or the Agency
shall diligently proceed to remedy the Default and in accordance with any directions or limitations of
time made by the Trustee; or

(e) If an Event of Nonappropriation has occurred and continues without cure until the following
August 1, unless the Agency has certified to the Authority and the Trustee that it will pay the Rent when
due from sources other than an appropriation by the Legislative Assembly of the State, provided the
Legislative Assembly of the State has not specifically terminated the Lease.

An Event of Default described in paragraph (a) or (e) of this Section is herein called a "Default in Payment".

Section 4. Remedies on Default.

Section 4.01. Acceleration of Maturity. Upon the occurrence of a Default in Payment, the Trustee may, by
notice in writing delivered to the Authority and the Agency declare the principal of all then Outstanding Bonds
immediately due and payable, and such principal shall thereupon become and be immediately due and payable.
Upon the occurrence of any Event of Default other than a Default in Payment, the Trustee shall at the written request
of the Owners of not less than twenty five percent (25%) in aggregate principal amount of Bonds then Outstanding, by
similar notice declare the principal of all Bonds then Outstanding immediately due and payable, and such principal
shall thereupon become and be immediately due and payable.




The Owners of a majority in aggregate principal amount of Bonds then Outstanding hereunder shall have the
right, by written notice to the Authority and to the Trustee, to annul any such declaration and destroy its effect at any
time if all Covenants with respect to which the Default shall have been made shall be fully performed or made good,
and all arrears of principal of and interest on all Bonds then Outstanding hereunder and the reasonable expenses and
charges of the Trustee, its agents and attorneys, and all other obligations secured hereby (except the principal of any
Bonds which have not then attained their Stated Maturity and interest accrued on such Bonds since the last Interest
Payment Date) shall be paid, or the amount thereof shall be paid to the Trustee for the benefit of those entitled
thereto. Upon any such declaration of acceleration, the Trustee shall draw upon amounts as shall be necessary to
pay the principal of and interest on the Bonds at the date fixed for the payment thereof, pursuant to Sections 7.05 and
7.12 of the Indenture, and moneys from other sources which have been deposited with the Trustee.

Section 4.02. Application of Moneys. In the event that at any time the moneys held by the Trustee shall be
insufficient for the payment of the principal of, premium, if any, and interest then due on the Bonds, such moneys
(other than moneys held for the payment or redemption of particular Bonds) and all revenues of the Authority and
other of its moneys received or collected for the benefit or for the account of Owners of the Bonds by the Trustee shall
be applied first to the payment of any rebate owed to the United States Treasury and thereafter as follows:

(a) Unless the principal of all of the Bonds shall have become due and payable, by declaration or
otherwise, such moneys shall be applied first, to the payment to the persons entitled thereto of all
installments of interest then due (including any interest on overdue principal) in order of the maturity
of such installments, earliest maturities first, and, if the amounts available shall not be sufficient to
pay in full any installments of interest maturing on the same date, then to the payment thereof
ratably, according to the amount due thereon, to the persons entitled thereto, without any
discrimination or preference; and, second, to the payment of the principal and premium of the
Bonds then due and payable (if any) in the order of the Maturity thereof; such payments to be made
ratably and proportionately to the persons entitled thereto without discrimination or preference and
without regard to the series designation.

(b) In case the principal of all of the Bonds shall have become due and payable, by declaration or
otherwise and remain unpaid, all such moneys shall be applied to the payment of the principal and
interest then due and unpaid upon the Bonds without preference of principal over interest or interest
over principal, or of any installment of interest over any other installment of interest, or of any Bond
over any other Bond, ratably according to the amounts due respectively for principal and interest, to
the persons entitled thereto without any discrimination or privilege.

Whenever moneys are to be applied by the Trustee pursuant to the provisions of this Section, such moneys
shall be applied by it at such times, and from time to time, as the Trustee shall determine, having due regard to the
amount of such moneys available for application and the likelihood of additional moneys becoming available for such
application in the future. Whenever the Trustee shall apply such funds, it shall fix the date (which shall be an Interest
Payment Date unless it deems another date more suitable) upon which such application is to be made, and upon
such date interest on the amounts of principal to be paid on such dates shall cease to accrue. The Trustee shall give
such notice as it may deem appropriate of the deposit with it of any such moneys and of the fixing of any such date,
and shall not be required to make payment to the Owner of any unpaid Bond until such Bond shall be presented to
the Trustee for appropriate endorsement or for cancellation if fully paid.

Whenever all Bonds and interest thereon have been paid under the provisions of this Section, and all
expenses and charges of the Trustee have been paid, then the Balances in the Funds shall be paid to the Agency, or
to the Authority as their interests may appear.

While in possession of the Project, the Trustee shall render annually to the Authority, and the Bondholders,
at their addresses as set forth on the list required by the Indenture, a summarized statement of income and
expenditures in connection therewith.

Section 4.03. Rights of Trustee. The Trustee shall upon the occurrence of any Event of Default or
acceleration of the Bonds pursuant to Sections 7.01 or 7.02 of the Indenture have the right to foreclose the mortgage
granted by the Indenture in the manner permitted by law, enter and take possession of the Project or any part thereof,
with or without termination of the Lease, and have continuous access to the Site for the use of the Project, and may
lease the Project to the State or any of its boards and agencies including the Agency subject to the requirements of
the Act and the Lease. The Trustee shall be permitted to sell its interest in the Project subject to the requirements of
the Indenture and the Act.

Section 5. Payment, Defeasance and Release.




Section 5.01. Payment and Discharge of Indenture. If the Authority shall pay or provide for the payment of
the entire indebtedness on all Bonds in any one or more of the following ways:
(a) pay or cause to be paid the principal of, premium, if any, and interest on the Bonds at the time and
in the manner stipulated therein and herein, or

(b) provide for the payment of principal and interest on the Bonds by depositing with the Trustee, at
any time before Maturity, amounts sufficient, either in cash or in direct obligations of the United
States of America (which do not permit the redemption thereof at the option of the issuer) and the
principal and interest on which when due and payable and without consideration of any
reinvestment thereof shall be sufficient, to pay the entire amount due or to become due thereon for
principal and interest to Maturity of all the Bonds Outstanding, or

(c) deliver to the Trustee (1) proof satisfactory to the Trustee that notice of redemption of all of the
Outstanding callable Bonds not surrendered or to be surrendered to it for cancellation has been
given or waived as provided in Article Ill of the Indenture, or that arrangements satisfactory to the
Trustee have been made insuring that such notice will be given or waived, or (2) an Authority
Resolution under its official seal and expressed to be irrevocable, authorizing the Trustee to give
such notice for and on behalf of the Authority, or (3) a waiver of such notice of redemption signed
by the Owners of all such Outstanding Bonds, and in any such case, deposit with the Trustee
before the date on which such notice is to be given as provided in Article Ill, cash or direct
obligations of the United States of America (which do not permit the redemption thereof at the
option of issuer) in such aggregate face amount, bearing interest at such rates and maturing at
such dates as shall be sufficient to provide for the payment of such Redemption Price on the date
such Bonds are to be redeemed, and on such prior dates when principal of and interest on the
Outstanding Bonds is due and payable, or

(d) surrender to the Trustee for cancellation all Bonds for which payment is not so provided, and shall
also pay all other sums due and payable hereunder by the Authority, then and in that case, all the
Trust Estate shall revert to the Authority and the Agency as their interest may appear, and the
entire estate, right, title and interest of the Trustee and of the Owners of the Bonds in respect
thereof shall thereupon cease, determine and become void; and the Trustee in such case, upon the
cancellation of all Bonds for the payment of which cash or securities shall have been deposited in
accordance with the provisions of the Indenture, shall, upon receipt of a written request of the
Authority and of a Certificate of the Authority and an Opinion of Bond Counsel as to compliance
with conditions precedent, and at its cost and expense, execute to the Authority, or its order, proper
instruments acknowledging satisfaction of the Indenture and surrender to the Authority and the
Agency, as their interests appear, all cash and deposited securities, if any (other than cash or
securities for the payment of the Bonds), which shall then be held hereunder as a part of the Trust
Estate.

In case of any discharge of the lien of the Indenture pursuant to paragraph (b) or (c) above, there shall be
submitted to the Trustee (i) an Opinion of Bond Counsel to the effect that the interest on the Bonds being discharged
will not be includable in the gross income of the Owners for federal income tax purposes notwithstanding the
discharge of the Indenture as a result of such discharge and (ii) an opinion of an Independent Accountant or firm of
Independent Accountants acceptable to the Trustee stating in substance that the amounts held by the Trustee to
discharge the Bonds will produce amounts necessary to provide for the timely payment of all Debt Service on the
Bonds.

Section 5.02. Bonds Deemed Not Outstanding After Deposits. When there shall have been deposited at
any time with the Trustee in trust cash or direct obligations of or obligations fully guaranteed by the United States of
America the principal and interest on which shall be sufficient to pay the principal of any Bonds (and premium, if any)
when the same become due, either at Maturity or otherwise, or at the date fixed for the redemption thereof and to pay
all interest with respect thereto at the due dates for such interest or to the date fixed for redemption, for the use and
benefit of the Owners thereof, then upon such deposit such Bonds shall cease to be entitled to any lien, benefit or
security of the Indenture except the right to receive the funds so deposited, and such Bonds shall be deemed not to
be Outstanding hereunder; and it shall be the duty of the Trustee to hold the cash and securities so deposited for the
benefit of the Owners of such Bonds, as the case may be, and from and after such date, Redemption Date or
Maturity, interest on such Bonds called for redemption shall cease to accrue.

Section 5.03. Unclaimed Money. Any moneys deposited with the Trustee or a Paying Agent pursuant to the
terms of the Indenture, for the payment or redemption of Bonds and remaining unclaimed by the Owners of the Bonds
at Maturity or on the date fixed for redemption as the case may be, and if any such moneys remain unclaimed for a
period of three years after the due date, shall, without further authorization of the Authority, and if the Authority or any
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successor to the obligations of the Authority under the Indenture and the Bonds shall not at the time, to the
knowledge of the Trustee, be in Default with respect to any of the terms and conditions contained in the Indenture or
in the Bonds, be paid to the unclaimed property administrator of the State or applied in accordance with any
applicable escheat or unclaimed property laws of the State. Provided, however, that within thirty (30) days prior to the
expiration of the three year period mentioned above, the Trustee, before being required to make any such payment,
may, at the expense of the Authority, send written notice by first class mail to the last known address of the Owners
and cause to be published in a Financial Journal, a notice that after a date named therein the said moneys will be
paid in accordance with Section 10.03 of the Indenture

Section 5.04. Release of Property. If the Agency shall request the Authority or the Trustee to release
property which is part of the Project or the Trust Estate for any reason, it shall deliver to the Authority and the Trustee
(i) a copy of the instrument of grant or release, (ii) an Opinion of Bond Counsel to the effect that such release of
property will not cause the interest on the Bonds to be includable in the gross income of the Owners for federal
income tax purposes, and (iii) a written application signed by the Agency certifying that such grant or release is not
detrimental to the proper use or operation of the Project and will not impair the character or significance of the Project
as a "project” under the Act. Upon such filing, the Authority and the Trustee are authorized to and shall release such
property relating to the Project from the lien of the Indenture only upon a determination by the Trustee, evidenced in
writing, that the requested release under this Section will not be prejudicial to the rights of the Owners of the Bonds
and will not significantly reduce the value of the Project or the security provided to the Owners of the Bonds by the
Indenture.

Section 6. Supplemental Indentures.

Section 6.01. Purposes for which Supplemental Indentures may be Executed. The Authority, upon
resolution, and the Trustee from time to time and at any time, subject to the conditions and restrictions in the
Indenture, may enter into such indentures supplemental hereto as may or shall by them be deemed necessary or
desirable without the consent of any Bondholder for any one or more of the following purposes:

(a) To correct the description of any property hereby pledged or intended so to be, or to assign,
convey, pledge or transfer and set over unto the Trustee, subject to such liens or other
encumbrances as shall be therein specifically described, additional property or properties of the
Authority or the Agency for the equal and proportionate benefit and security of the Owners of all
Bonds at any time issued and Outstanding under the Indenture;

(b) To add to the covenants and agreements of the Authority in the Indenture, other covenants and
agreements thereafter to be observed, or to surrender any right or power reserved to or conferred
upon the Authority or to or upon any successor;

(c) To evidence the succession or successive successions of any other department, Agency, body or
corporation to the Authority and the assumption by such successor of the covenants, agreements
and obligations of the Authority in the Bonds hereby secured and in the Indenture and in any and
every supplemental indenture contained or the succession, removal or appointment of any Trustee
or Paying Agent hereunder;

(d) To cure any ambiguity or to correct or supplement any provision contained herein or in any
supplemental indentures which may be defective or inconsistent with any other provision contained
herein or in any supplemental indenture, or to make such other provisions in regard to matters or
questions arising under the Indenture or any supplemental indenture as the Authority may deem
necessary or desirable and which shall not be inconsistent with the provisions of the Indenture or
any supplemental indenture and which shall not impair the security of the same;

(e) To modify, eliminate and/or add to the provisions of the Indenture to such extent as shall be
necessary to maintain the exempt status of the Indenture from the Trust Indenture Act of 1939, as
then amended, or under any similar federal statute hereafter enacted; and

() To make such other modifications or amendments which are determined by the Trustee not to be
prejudicial to the rights of the Trustee or the Owners of the Bonds.



Section 6.02. Modification of Indenture with Consent of Bondholders. Exclusive of supplemental indentures
covered by Section 11.01 of the Indenture and subject to the terms and provisions contained in this Section, the
Owners of not less than a majority in aggregate principal amount of the Bonds then Outstanding shall have the right,
from time to time, to consent to and approve the execution by the Authority and the Trustee of such indenture or
indentures supplemental hereto as shall be deemed necessary or desirable by the Authority for the purpose of
modifying, altering, amending, adding to or rescinding in any particular, any of the terms or provisions contained in the
Indenture or in any supplemental indenture; provided, however that nothing herein contained shall permit or be
construed as permitting, without the consent of the Owners of each such Bond which would be affected thereby, (a)
an extension of the Maturity of any Bond issued hereunder, or (b) a reduction in the principal amount of any Bond or
the redemption premium or the rate of interest thereon, or (c) the creation of a lien upon or a pledge of revenues
ranking prior to or on a parity with the lien or pledge created by the Indenture, or (d) a preference or priority of any
Bond or Bonds over any other Bond or Bonds, or (e) a reduction in the aggregate principal amount of the Bonds
required to consent to supplemental indentures or amendments to the Lease or (f) a reduction in the aggregate
principal amount of the Bonds required to waive an Event of Default.

Whenever the Authority shall deliver to the Trustee an instrument or instruments purporting to be executed
by the Owners of not less than a majority in aggregate principal amount of the Bonds then Outstanding, which
resolution or instrument or instruments shall refer to the proposed supplemental indenture and shall specifically
consent to and approve the execution thereof, thereupon, the Authority and the Trustee may execute such
supplemental indenture without liability or responsibility to any Owner of any Bond, whether or not such Owner shall
have consented thereto.

If the Owners of not less than a majority in aggregate principal amount of the Bonds Outstanding at the time
of the execution of such supplemental indenture shall have consented to and approved the execution thereof as
herein provided, no Owner of any Bond shall have any right to object to the execution of such supplemental indenture,
or to object to any of the terms and provisions contained therein or the operation thereof, or in any manner to question
the propriety of the execution thereof, or to enjoin or restrain the Trustee or the Authority from executing the same or
from taking any action pursuant to the provisions thereof.

Section 6.03. Rights of Agency Unaffected. Anything herein to the contrary notwithstanding, a supplemental
indenture under this Article Xl which adversely affects the rights of the Agency under the Lease or the Indenture, so
long as the Lease and Indenture are in effect and the Agency is not in Default under any terms or conditions of the
Lease, shall not become effective unless and until the Agency shall consent to the execution and delivery of such
supplemental indenture. The Authority shall cause notice of the proposed execution and delivery of any such
supplemental indenture of which the Agency has not already consented, together with a copy of the proposed
supplemental indenture, to be mailed to the Agency at least thirty (30) days prior to the proposed date of execution
and delivery of any such supplemental indenture.

Section 7. Amendments to the Lease.

Section 7.01. Amendments to Lease Not Requiring Consent of Bondholders. The Authority, the Agency, and
the Trustee may without the consent of or notice to the Bondholders consent to any amendment, change or
modification of the Lease as may be deemed necessary or desirable (i) by the provisions of the Lease and the
Indenture, (ii) for the purpose of curing any ambiguity or formal defect or omission, or (iii) in connection with any other
change therein which, in the judgment of the Trustee, is not to the prejudice of the Trustee or the Owners of the
Bonds including an amendment necessitated by the application of a release of property under Section 10.04 of the
Indenture.

Section 7.02. Amendments to Lease Requiring Consent of Bondholders. Except for the amendments,
changes or modifications as provided in Section 12.01 of the Indenture, neither the Authority nor the Trustee shall
consent to any other amendment, change or modification of the Lease, without the written approval or consent of the
Owners of not less than a majority in aggregate principal amount of the Bonds at the time Outstanding, subject to the
provisions of Section 12.03 of the Indenture. If the Owners of not less than a majority in aggregate principal amount
of the Bonds Outstanding hereunder at the time of the execution of any such amendment, change or modification
shall have consented to and approved the execution thereof as herein provided, no Owner of any Bond shall have
any right to object to any of the terms and provisions contained therein, or in the operation thereof, or in any manner
to question the propriety of the execution thereof, or to enjoin or restrain the Trustee, the Authority or the Agency from
executing the same or from taking any action pursuant to the provisions thereof.




Section 7.03. No Amendment May Reduce Basic Rent. Under no circumstances shall any amendment to
the Lease reduce the Basic Rent payable under the Lease to an amount which together with the credits against Basic
Rent provided for in Section 3.10 of the Lease is less than the amount necessary to pay principal and interest on the
Bonds without the consent of the Owners of all the Bonds then Outstanding.

Section 8. Purchase of Bonds.

The Authority may, at any time, authorize and direct the Trustee to purchase Bonds in the open market from
available moneys in the Bond Fund, such purchases to be made at a price not in excess of the principal amount
thereof plus accrued interest thereon to the purchase date. In addition, the Authority may, from time to time, direct
the Trustee to request the submission of tenders requesting such submission prior to making the purchases
authorized pursuant to Section 3.05 of the Indenture. The Authority may specify the maximum and minimum period
of time which shall transpire between the date upon which such notice is to be given and the date upon which such
tenders are to be accepted or may authorize the Trustee to determine the same in its discretion. No tenders shall be
considered or accepted at any price exceeding the maximum price (which shall not exceed the price specified in the
first sentence of this paragraph) specified by the Authority for the purchase of the Bonds. The Trustee shall accept
bids with the lowest price and, in the event the moneys available for purchase pursuant to such tenders are not
sufficient to permit acceptance of all tenders and if there shall be tenders at an equal price above the amounts of
moneys available for purchase, then the Trustee shall determine in its discretion which of the Bonds tendered shall be
purchased.

Section 9. Miscellaneous.

Section 9.01. Immunity of Officers. No recourse for the payment of any part of the principal of or interest on
any Bond or for the satisfaction of any liability arising from, founded upon or existing by reason of the issue, purchase
or ownership of the Bonds shall be had against any officer, member or agent of the Authority, the Commission, the
State or the Agency, as such, all such liability being hereby expressly released and waived as a condition of and as a
part of the consideration for the execution of the Indenture and the issuance of the Bonds.

PART C
THE LEASE

Section 1. Lease of the Projects.

Section 1.01. Term of the Lease. The term of the Lease shall commence on the date of its execution and
shall continue for the original term ending June 30, 2001, with an automatic extension of the term of the Lease, unless
specifically rejected by the Legislative Assembly of the State, as allowed under the Act, for a Renewal Term of two
years from the expiration of the original term of the Lease and for two years from the expiration of each Renewal
Term of the Lease, until the original term of the Lease has been extended through December 2, 2020 for Lease
Agreement | and December 2, 2022 for Lease Agreement .

Section 1.02. Basic Rent. During the term of the Lease, and subject to any credits referred to in Section
1.04 hereof, the Agency agrees to pay and shall pay as Basic Rent for the use of the Project on or before a date
which is five Business Days prior to December 1, 2001 for Lease Agreement | and December 1, 2003 for Lease
Agreement I, and semiannually thereafter on a date which is five Business Days prior to each June 1 and December
1, in immediately available funds (i) an amount equal to the amount payable as interest on the Bonds on such Interest
Payment Date, plus (ii) an amount which is equal to the amount payable as principal of the Bonds due on such
Principal Payment Date, and (iii) the amount which is equal to the principal, if any, which shall be payable by call for
redemption or acceleration of maturity pursuant to the Indenture and premium, if any, due on the Bonds on such date.

Section 1.03. Additional Rent. During the term of the Lease, the Agency shall pay as Additional Rent:

(a) To the Trustee, for itself or for remittance to the Paying Agent, promptly after being billed, its
proportionate share of the amount of (i) the annual fee of the Trustee as trustee, for the ordinary
services of the Trustee rendered and its ordinary expenses incurred under the Indenture during the
preceding billing period, (ii) the annual NDBA Fee payable under the Indenture during the preceding
billing period, (iii) the reasonable fees and charges of the Paying Agent and Registrar on the Bonds
for acting as Paying Agent and Registrar as provided in the Indenture, as and when the same
become due and (iv) the reasonable fees and charges of the Trustee for necessary extraordinary
services rendered by it and extraordinary expenses incurred by it under the Indenture, as and when
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the same become due, other than the fees and charges which were required by reason of the
negligence or willful misconduct of the Trustee under the Indenture; provided, that the Agency may,
without creating a default hereunder, contest in good faith the necessity for any such extraordinary
services and extraordinary expenses and the reasonableness of any such fees, charges or
expenses; and

(b) To the Trustee, (i) upon demand, amounts advanced by the Trustee for the account of the Agency
or the Authority in case the Authority or the Agency shall fail reasonably to pay or to cause to be
paid any tax, assessments, or governmental or other charge upon any part of the Project, to the
extent, if any, that the Authority or the Agency may be liable for the same, without prejudice,
however, to any rights of the Trustee or the Bondholders hereunder arising in consequence of such
failure; and any amount at any time so paid under this Section, with interest thereon from the date
of payment at the rate of interest equal to the base rate of the Bank of North Dakota, shall be repaid
by the Agency upon demand, and shall become so much Additional Rent, but the Trustee shall be
under no obligation to make any such payment unless it shall have been requested to do so by the
Owners of at least twenty-five percent (25%) of the aggregate principal amount of the Bonds then
Outstanding under the Indenture, and shall have been provided with adequate funds for the
purpose of such payment; (ii) amounts for reasonable compensation, expenses, advances and
Counsel fees incurred by the Trustee in and about the execution of the trusts created by the
Indenture related to the Project and exercise and performance of the powers and duties of the
Trustee under the Indenture related to the Project; and (iii) the cost and expense incurred by the
Trustee in defending against any liability in the Project of any character whatsoever (unless such
liability shall have resulted from the negligence or willful misconduct of the Trustee); and (iv) the
cost and expense incurred by the Trustee in calculating the amount of any rebate required to be
made to the United States and the amount of such rebate unless moneys are available from some
other source to make such rebate payment. The Agency hereby covenants and agrees to pay or
cause to be paid all advances, Counsel fees and other expenses reasonably made or incurred by
the Trustee in and about the execution of the trusts created by the Indenture related to the Project;
and

(c) To the Trustee upon demand, amounts advanced by the Trustee for the account of the Agency in
the event the Agency shall fail to maintain or repair, rebuild or restore the Project, or shall fail to
maintain any insurance as required by the provisions of the Lease, or to do any other thing or make
any other payment required to be done or made by any other provision of the Lease; whereby the
Trustee, in its own discretion, may upon indemnification of the Trustee satisfactory to it, do or cause
to be done any such thing or make or cause to be made any such payment at the expense or as an
advance for the account of the Agency, including all costs and expenses so incurred and advances
so made, with interest at the rate equal to the base rate of the Bank of North Dakota; and

(d) To the Trustee on or before the next regularly scheduled Interest Payment Date, following written
notice from the Trustee, in the event the Balance in the Reserve Fund is less than the Reserve
Fund Requirement due to (i) the Agency's failure to pay Additional Rent as required by the Lease or
to pay Basic Rent pursuant to the Lease or (ii) a reduction in the Value of Permitted Investments
credited to the Reserve Fund, an amount sufficient to bring the amount on deposit in the Reserve
Fund up to the Reserve Fund Requirement.

Section 1.04. Credit Against Basic Rent. Moneys on deposit to the credit of the Bond Fund shall be invested
by the Trustee pursuant to the requirements of Section 5.03 of the Indenture. Any interest accruing on and any profit
realized from such investment to be credited to the Bond Fund pursuant to the Indenture and any other funds
deposited to the credit of the Bond Fund pursuant to the Indenture and moneys from non-general fund sources shall
be credited against the amount of Basic Rent required to be deposited in the Bond Fund under Section 3.3 prior to the
next Interest Payment Date. The Agency shall be liable for any loss resulting from any such investment and from
failure to preserve rights against endorsers or other prior parties to instruments evidencing any such investment;
provided, however, that any loss resulting from the failure by the Trustee to invest such moneys in accordance with
Section 5.03 of the Indenture, shall be borne by the Trustee.

Section 1.05. Event of Nonappropriation. Failure, for whatever reason, of the Legislative Assembly of the
State to make the required appropriation of monies for the payment of Rent as requested pursuant to Section 3.13 of
the Lease in an amount sufficient to allow the Agency to pay the Rent as it shall come due during the next Renewal
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Term of the Lease prior to the commencement of such Renewal Term shall constitute an Event of Nonappropriation.
The Agency shall notify the Trustee and the Authority in writing of the Event of Nonappropriation.

Section 1.06. Tax Certificate. The Agency shall take no action authorized to be taken under the Lease
which shall in any manner violate or otherwise contradict or cause to be violated the requirements of the Tax
Certificate or otherwise cause the Trustee or Authority to violate or in any way fail to maintain compliance with the Tax
Certificate. The Agency shall not (i) use the Project for any purpose, or (ii) otherwise sublease or assign any rights
under the Lease for any private business use, which would cause the interest payable on the Bonds to be includable
in the gross income of the Owners for federal income tax purposes.

Section 2. Insurance and Condemnation of Projects.

Section 2.01. Insurance. The Agency shall at its own expense keep the Project insured by the State Fire
and Tornado Fund at all times during the term of the Lease. Such insurance shall be in an amount equal to the
greater of (i) the Discharge Price established pursuant to Section 6.2 of the Lease, or (ii) one hundred percent (100%)
of the full replacement costs of the Project as certified by the Agency on the effective date of the Lease and on or
before the first day of July of each year thereafter.

Each policy shall include as named insured the Authority, the Agency and the Trustee, as their interests may
appear. All Net Proceeds shall be payable to the Authority and used as provided in Section 4.4 in the Lease or
Sections 6.11 and 6.12 of the Indenture. The Agency shall supply evidence to the Authority and the Trustee of the
acquisition and maintenance of the insurance required by the Lease by filing copies of the insurance policies or
certificates evidencing such insurance, as the Authority shall direct.

The Authority hereby waives any claim of liability against the Agency, its officers, agents or employees, for
any loss or damage to the Project or any activities with respect thereto, whether or not such loss or damage may have
been caused by or resulted from the negligence of the Agency, its officers, agents or employees, to the extent that the
amount of such loss or damage is covered by such insurance and in fact recovered by the Authority. The Agency
hereby waives any claim of liability against the Authority, its officers, agents or employees, for any loss or damage to
property, fixtures and equipment owned, maintained, erected or installed by the Agency in and about the Project or
any activities with respect thereto, whether or not such loss or damage may have been caused by or resulted from the
negligence of the Authority, its officers, agents or employees, to the extent that the amount of such loss or damage is
covered by insurance and in fact recovered. Any insurance policy carried by the Agency or Authority under the Lease
or with respect to the Project or any part thereof shall contain a provision that any right of subrogation which the
insurance company may have against either the Agency or the Authority, or their officers, agents or employees, is
waived.

Section 2.02. Damage, Destruction, and Condemnation.

(a) In the event the Project or any part thereof are destroyed, damaged or taken by Condemnation, the
Agency shall, within 90 days of such destruction, damage or taking, or such longer period as
permitted by the Trustee, notify the Authority and the Trustee in writing of its intent to either repair
or restore the Project or prepay Rent for the purposes of redeeming a portion of the Outstanding
Bonds. If the Agency elects to rebuild and restore the Project, the provisions of subsection (b) of
this Section shall apply. In the event the Agency elects to prepay Rent for the purpose of
redeeming Bonds the provisions of subparagraph (c) of this Section shall apply.

(b) If the Agency elects to repair or restore the Project, all Net Proceeds of any insurance or
Condemnation award shall be paid directly to the Trustee who will: (i) apply such Net Proceeds to
the payment of the costs of repair, replacement, or restoration upon such terms as it may
reasonably require; and (ii) apply any balance of the Net Proceeds remaining after payment of all
costs of any repair, replacement, or restoration to the reduction of the principal balance of the
Bonds (including sinking fund redemption of any Term Bonds). If the Net Proceeds are not sufficient
to pay the costs of repair, replacement, or restoration in full, the Agency will nonetheless complete
the same and will pay that portion of the cost thereof in excess of the amount of the Net Proceeds,
but only from legally available funds which are or will be available to the Agency.

(c) In the event the Agency determines not to rebuild or repair the Project, or any part thereof, all Net

Proceeds of any insurance claim or Condemnation award shall be paid to the Trustee to be applied
by the Trustee to the reduction of the principal balance of the Bonds.
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(d)

(e)

()

Section 3.

The Agency shall not, by reason of any damage, destruction or Condemnation, or the payment of
any costs of repair, replacement, or restoration, be entitled to any reimbursement from the Authority
or the Trustee or any abatement or diminution of the Rents payable under Article Il or the other
sums payable by the Agency hereunder, except to the extent of any reduction as a result of
prepayment of a portion of the Bonds.

All equipment and other property acquired in the repair, replacement, or restoration of the Project
shall be deemed a part of the Project and available for use by the Agency without the payment of
any Rent other than those provided in Article lll, to the same extent as if they had been specifically
described and demised in the Lease; provided that no equipment shall be acquired subject to any
lien or encumbrance not approved by the Trustee.

If the Project is to be replaced by a new facility which is substantially dissimilar in construction or
use from the original Project, then the Project shall not be replaced unless (i) the plans and
specifications are approved by the Agency and the Authority pursuant to authorization by the
Legislative Assembly of the State, (ii) the Trustee determines, evidenced in writing, that
replacement with such new facility will not significantly reduce the security provided to Owners of
the Bonds, and (iii) the Authority has obtained an Opinion of Bond Counsel stating that the interest
payable on the Bonds following such replacement will not be included in the gross income of the
Owners for federal tax purposes.

Events of Default and Remedies.

Section 3.01. Events of Default. The term "Events of Default" shall mean, whenever used in the Lease, any
one or more of the following events:

(a)

(b)
(c)

(d)

Failure to pay the Basic Rent required to be paid under Section 3.3 of the Lease at the times
specified therein.

Failure to pay Additional Rent as required to be paid under Section 3.5 of the Lease.

An Event of Default exists under Section 7.01 of the Indenture, including an Event of Default
occurring with respect to any Bonds or with respect to the Lease.

Failure by the Agency to observe and perform any covenant, condition or agreement or pay any
amounts specified in the Lease, other than the failure specified in subsections (a) or (b) above,
which continues after a period thirty (30) days after written notice specifying such failure and
requesting that it be remedied is given to the Agency, by the Authority, or the Trustee; provided,
however, that if the Default shall be such that it cannot be corrected within such period, it shall not
constitute an Event of Default if in the opinion of the Authority corrective action is instituted by the
Agency within such period and diligently pursued until the Default is corrected.

Section 3.02. Remedies. Whenever any Event of Default referred to in Section 5.1 of the Lease shall have
happened and be continuing, the Trustee, or the Authority with the written consent of the Trustee, may take one or
any combination of the following remedial steps:

(@)

(b)

(c)

By written notice to the Agency, declare Rent in an amount equal to all amounts due and payable
on the Bonds and any other amounts then due and payable under the Lease, whether by
acceleration of maturity (as provided in the Indenture) or otherwise, to be immediately due and
payable as liquidated damages and not as a penalty whereupon the same shall become
immediately due and payable;

Re-enter and take possession of the Project, enforcing the Lease or terminating the Lease, and sell
or lease or sublease the Project for the account of the Agency or foreclose the lien of the Indenture
in the manner afforded by law for the foreclosure of mortgages (as provided in the Indenture);

Have reasonable access to and inspect, examine and make copies of the books and records and
any and all accounts and data of the Agency if reasonably necessary in the opinion of Trustee; or



(d) Take whatever action at law or in equity may appear necessary or desirable to collect the Rent then
due and thereafter to become due, or to enforce performance and observance of any obligation,
agreement or covenant of the Agency under the Lease.

Any amount collected pursuant to action taken under this Section shall be applied in accordance with the provisions of
the Indenture.

Section 4. Options of the Agency to Acquire.

Section 4.01. Option to Acquire Project Prior to Payment of the Bonds. The Agency shall have, and is
hereby granted the option to acquire the Project at any time. To exercise such option, the Agency shall give written
notice to the Authority and to the Trustee and shall specify therein the date of closing such acquisition and shall
deposit the Discharge Price with the Trustee at least sixty days prior to the closing date. In the event any Bonds are
then Outstanding, the Authority shall effect the redemption of such Bonds or portion thereof in accordance with the
Indenture and make arrangements satisfactory to the Trustee for the giving of the required notice of redemption. The
Discharge Price payable by the Agency in the event of its exercise of the option granted in this Section, shall be the
sum of the following:

(a) An amount which, when added to the moneys and investments held and credited to the Bond Fund
and the Reserve Fund, will be sufficient pursuant to the provisions of Article X of the Indenture (i) to
pay and discharge under the Indenture, the Outstanding Bonds including interest due thereon to the
Redemption Date established by the Authority under the Indenture, and (ii) pay any additional fees,
costs, or expenses of the Authority incurred because of the redemption of Bonds, plus

(b) An amount of money equal to the Additional Rent payable by the Agency due or to become due on
or prior to the Redemption Date of the Bonds redeemed under (a)(i).



Any payment or prepayment by the Agency shall be deemed made if sufficient cash or obligations as
described in paragraph A of the definition of Permitted Investments shall have been deposited with the Trustee as
provided in Article X of the Indenture; provided that notice of the exercise of the Agency's right of prepayment shall
have been duly given and notice of the redemption of Bonds shall have been duly given or satisfactory arrangements
made for giving such notice in case of any redemption as provided in the Indenture. Such obligations as described in
paragraph A of the definition of Permitted Investments shall be sufficient only if they are not redeemable at the option
of the issuer thereof prior to maturity and if in the opinion of an Independent Accountant they mature and bear interest
at such times and in such amounts as will assure sufficient cash to pay such payment or prepayment when due
without rendering the portion of any payment or prepayment hereunder which is allocable to interest on the Bonds to
be includable in gross income of the Owner for federal income tax purposes and otherwise comply with the
requirements specified in Article X of the Indenture.

In the event of the exercise of the option granted in this Section any Net Proceeds of insurance shall be paid
to the Agency, notwithstanding any provision of Section 4.4 of the Lease, and the Authority will deliver to the Agency
the documents referred to in Section 6.3 of the Lease.

The mutual agreements contained in this Section are independent of, and constitute an agreement separate
and distinct from, any and all provisions of the Lease and shall be unaffected by any fact or circumstance which might
impair or be alleged to impair the validity of any other provisions.

Section 4.02. Conveyance on Exercise of Option to Acquire. On the exercise of any option to acquire
granted herein, the Authority will, upon payment of the Discharge Price, deliver or cause to be delivered to the Agency
documents terminating the Lease and granting and conveying to the Agency all of the right, title and interest of the
Authority in and to the property being acquired, as such property then exists, subject to: (i) those liens and
encumbrances resulting from the failure of the Agency to perform or observe any of the agreements on its part
contained in the Lease; and (ii) Permitted Encumbrances other than the Indenture and the Lease.

Section 5. Miscellaneous.

Section 5.01. Amendment to Lease. Except as may otherwise be provided in the Lease, no amendment to
the Lease shall be effective as to any party hereto, subsequent to the issuance of the Bonds and prior to the payment
of the Bonds in full or prior to the provision for payment thereof having been made in accordance with the provisions
of the Indenture, unless and until the same is reduced to writing and executed by the duly Authorized Officers of the
Authority and the Agent and consented to in writing by the Trustee, and all requirements of the Indenture and the Act
respectively have been complied with.

Section 5.02. Member, Officer, and Employee Liability. The promises, covenants, agreements and
obligations made or assumed by the Authority or the Agency in the Lease shall be deemed to be those of the
Authority or the Agency and not of any member, officer or employee of the Authority or the Agency in his or her
individual capacity, and no recourse shall be had, for the payment of the Rent or any other moneys required to be
paid under the Lease or for the performance of any other duty or obligation required of the Authority or the Agency
under the Lease against any member, officer or employee of the Authority or the Agency or any person executing or
attesting to the Lease or the Indenture.
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STATE OF NORTH DAKOTA

Combined Balance Sheet

All Fund Types, Account Groups And Discretely Presented Component Units

June 30, 2000

Assets and Other Debits
Assets:

Cash Deposits At The Bank Of North Dakota
Cash And Cash Equivalents
Investments At The Bank Of North Dakota
Investments
Accounts Receivable - Net
Taxes Receivable - Net
Interest Receivable - Net
Loans And Notes Receivable - Net
Interfund Receivable
Due From Other Funds
Intergovernmental Receivable - Net
Advances To Component Units
Advances To Primary Government
Advances To Other Funds
Prepaid Items
Inventory
Unamortized Bond Issuance Costs
Fixed Assets (Net Of Depreciation)
Other Assets
Other Debits:
Amount Available In Debt Service Fund
Amount To Be Provided For Long Term Debt

Total Assets and Other Debits

Liabilities, Equity and Other Credits
Liabilities:

Accounts Payable

Notes Payable

Interest Payable

Contracts Payable

Federal Funds Purchased
Securities Lending Collateral

Tax Refunds Payable
Intergovernmental Payable
Claims/Judgements Payable
Accrued Payroll

Compensated Absences Payable
Amounts Held In Custody For Others
Deposits Held For Other Funds
Other Deposits

Interfund Payable

Due To Other Funds

Advances From Other Funds
Advances From Component Units
Advances From Primary Government
Bonds Payable

Capital Leases Payable

Deferred Revenue

Other Liabilities

Total Liabilities

Equity and Other Credits

Investment In Fixed Assets
Contributed Capital
Retained Earnings:
Reserved
Unreserved
Fund Balance:
Reserved For:
Debt Service
Capital Projects
Other
Unreserved:
Designated For:
Other
Undesignated
Total Equity and Other Credits

Total Liabilities, Equity and Other Credits

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects
75,331,355 208,427,110 $ 3,636,564 $ 5,344,340
876,757 2,899,929 2,871,455 17,584,333
- 34,479,044 8,187,500 -
- 40,607,889 1,692,000 -
653,485 12,203,949 34,485 -
94,021,990 379,443 - -
965,323 1,604,532 178,313 582
83,145 51,870,366 - -
35,453,838 - - -
25,146,532 32,257,495 - -

- 117,609,912 - -

- 38,518,772 - -

- 642,584 - -
610,690 9,747,356 - -
233,143,115 551,248,381 $ 16,500,317 $ 22,929,255
18,430,140 75,192,023 $ 17,000 $ 2,402,785

5,727,357 110,000 - -
462,566 273 110,448 -
10,691 5,303,563 - -
- 2,203,390 - -
30,165,297 - - -
103,796 3,860,007 - -
- 6,735 - -
10,157,184 12,892,706 - -
- 20,453,838 - -
9,169,998 28,983,536 - 419,000
- 34,018,772 - -
43,613,025 17,280,920 - -
117,840,054 200,305,763 127,448 2,821,785
- - 16,372,869 -
- - - 20,107,470
693,835 106,278,624 - -

- 4,036,620 - -
114,609,226 240,627,374 - -
115,303,061 350,942,618 16,372,869 20,107,470
233,143,115 551,248,381 $ 16,500,317 $ 22,929,255

The Accompanying Notes Are An Integral Part Of The Financial Statements



Totals Totals

Proprietary Fiduciary (Memorandum Only) (Memorandum Only)

Fund Types Fund Types Account Groups Primary Government Reporting Entity

General General
Internal Trust and Fixed Long-term University June 30 Component June 30
Enterprise Service Agency Assets Debt System 2000 Units 2000

$ 90,872,228 $ 3,042,860 $ 71,920,584 $ = $ = $ 40,630,064 $ 499,105,105 $ 8,697,641 $ 507,802,746
642,283,207 100 22,663,085 - - 5,276,975 694,455,841 255,291 694,711,132
127,543,152 - 37,995,844 - - 59,699,785 267,905,325 7,877,000 275,782,325
1,356,384,026 5,919,454 3,509,035,320 - - 40,928,424 4,954,567,113 205,360,850 5,159,927,963
47,180,543 28,487 28,743,242 - - 9,441,413 98,285,604 40,510 98,326,114
321,684 - 36,598,292 - - - 131,321,409 - 131,321,409
36,598,069 48,050 17,549,720 - - 847,908 57,792,497 2,869,629 60,662,126
1,705,324,804 - 51,601,239 - - 43,359,914 1,852,239,468 10,212,194 1,862,451,662
- - - - - 4,044,518 39,498,356 - 39,498,356
1,191,432 4,296,497 1,306,788 - - 9,092,724 73,291,468 - 73,291,468
2,181,569 80,659 162,339 - - 24,287,615 144,322,094 - 144,322,094
9,143,000 - - - - - 9,143,000 - 9,143,000
- - - - - - - 9,143,000 9,143,000
- - 8,275,170 - - - 46,793,942 - 46,793,942
3,951,370 77,582 - - - 576,017 5,247,553 - 5,247,553
9,817,698 124,551 - - - 6,133,553 26,433,848 - 26,433,848
9,495,110 - - - - - 9,495,110 1,360,000 10,855,110
49,431,812 44,399,697 1,122,778 506,838,414